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CHAPTER -I  
introduction 
INTRODUCTION 
1.1 INTRODUCTION: 
India is a vast country, so the sectors contribution to the country's GDP also 
big in numbers. Agriculture is the pre-dominant occupation in India, employing more 
than 50 per cent of the population. The Indian economy had diversified and expanded 
very fast during the last two decades. The economy of India is the ninth largest in the 
world by nominal GDP and the fourth largest by purchasing power parity. Structural 
changes are taking place in the Indian L.cononi.. 
"Structural change permits ' iahle growth to occur and growth provides the 
material for subsequent structural change" (t.~phoff and Ilchman, 1972). According to 
structuralists (Fisher. 1935: ('lark. 1960: Kuznets. 1966. 1969. 1972; Chenery and 
Svrquin. 1970). as the process of economic development proceeds, the share of 
agricultural sector in national income and employment, which is typically high in the 
early stages of development, begins to decline and that of non- agricultural sectors 
experience a rise. This has become almost a universal phenomenon and holds true in 
cases of all the countries, which experienced or are experiencing economic 
development. 
Behind China. India is the second fastest growing economy. India is likely to 
become the third largest economy based on purchasing power parity by the end of 
2013 (Economic Survey 2012-13). India has the likely to become the third largest 
economy as per nominal (il)P in two decades. Services sector has become vital for 
many economies in the world and very important particularly for India. The service 
industry forms a backbone of social and economic development of a region. It is a 
large and most energetic part of the Indian economy in terms of both employment 
potential and contribution to national income. Growth of the services sector is also an 
important aspect of economic development and is strongly associated with income 
growth and economic modernization. 
1.2 SERVICE SECTOR: A CONCEPTUAL FRAMEWORK 
:\s a tertiary sector, service sector plays a significant role in the GDP of a 
country. The growth connected with development reason by service sector has the 
ability to transform a developing country to a developed one. During the last two 
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iecades, India has come out as an IT superpower thanks to the service industry. 
Before going into the detail of the discussion further let's understand the difference 
)etween service and a product. Both are susceptible to dynamic technology and 
shifting economic behavior. Generally, speaking, service and product can he 
listinguished based on their physical characteristics like tangibility, perish ability, and 
time of usage or eonsuntption(Sanjay Tiwari). 
Physiocratic school of thought consisting of a group of French philosophers 
can also classify the distinction between service and product. According to this school 
of thought, agriculture alone was productive because it yielded net income and all 
other non-agricultural occupations were 'sterile' as they just recouped the cost 
incurred on them. 
Adam Smith criticized the physiocratc for relating manufacturing trade and 
transportation at the same time as altogether barren and non- productive occupations 
and he himself included most of them in the category of productive labour. He stated 
that these other branches of material goods production were just as capable of 
returning a net income to producers. as was agriculture. He drew a line of distinction 
between productive and unproductive labour. 
Alfred Marshal argued that, "there was no scientific foundation for making a 
distinction between the activities of the cabinet maker and the furniture dealer, the 
railway carrying coal above ground and the miner carrying it underground, the 
fisherman and fishmonger: all produce utilities. In other words, all activities are 
providing services to satisfy wants" (Joshi, 2008). 
Table 1.1 
Historical definition of service 
The physiocrats (1750) All activities other than agriculture production. 
Adam smith (1723-1790) All activities that do not end in tangible products. 
J.B. Say (1767-1832) All non-manufacturing activities that add utility to goods. 
Alfred Marshall Goods (services) that pass out of existence at the moment 
of creation 
Western countries (1925-1960) Service does not lead to a change in the form of good. 
contemporary 	 An activity that does not lead to a change in the form of a 
goods. 
Source: Winters and Rcrgiel (1 982) 
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Gershuny and Miles (1983) have offered an alternative classification of the 
service sector in which they have divided service industry into four categories: 
distribution, producer, social and personal services. They renamed the conventional 
primary and secondary sectors as 'extractive' and 'transformative'. "Table 1.2 shows 
the Browning —Singlemann classification of services. 
Table 1.2 
Browning- singlemann classification of the service sector 
1) 	Distribution service 	 Transportation and storage 
• Communication 
■ Wholesale trade retail 
■ Retail trade(expect eating and drinking) 
2) Producer service 	 • Banking credit and other financial service 
■ Insurance 
■ Real state 
• Engineering and architectural service 
• Accounting and book keeping 
• Miscellaneous and business service 
■ Legal services 
3) Social service 	 ■ Medical and health service 
■ Hospitals 
• Education 
■ Welfare and religious service 
■ Nonprofit organization 
■ Postal service 
■ Government 
■ Miscellaneous professional and social service 
4) Personal service 	 ■ Domestic ser v ice 
• Hostels and lodging places 
• Eating and drinking places 
• Repair service 
• Laundry and dry cleaning 
• Barber and beauty shops 
• Entertainment and recreational service 
• Miscellaneous personal service 
Source: Gershuny and miles. 1983 
The earliest attempt to define services was made by 11111 (1977) who argues, 
"Goods and services belong in different logical categories". He focused on the fact 
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that producers cannot accumulate stock or inventory of services, stressing that 
services must be consumed as they are produced unlike the goods that can be 
produced and then stored. This makes it essential for the user and provider of the 
service to interact. however, subsequent to this conceptualization there have been 
many studies that point out that hill's definition simply relates to contact services and 
exist a range of services that do permit a taking apart of' the location of' production 
and consumption. so that service trade may take place either at the factor or at the 
product level. 
Some writers defined services in terms of their characteristics (Hill. 1977). 
some in the form of transaction involved (Sampson and Snape. 1985) and some 
others like Bhagwati (Giarini. 1987) categorized them into groups. Robert Inman's 
(1985) classification of services is given in (Table 1.3). 
Table 1.3 
Robert Inman's Classification of Services 
Classification of Services 	Characteristics 	Examples 
•:• Stagnant PersonalServices 	High quality, correlation 	Haircutting, teaching,live 
• with thelabour time spent 	artistic performance 
••• Progressive 	 1. Immense dependence Telecommunication 
• ImpersonalServices 	 onelectronic 	andmultimedia 
technology 
2. No contract bet een 
theproducers and 
consumers 
3. High technology 
andproductivity 
growth 
•:• Asymptomaticallyltnpersonal Productivity growth self- 	Broadcasting,computation 
Services 	 extinguishing 	 and R& D 
Source: Inmam, 1985. 
Bhattacharya and Mitra (1997). in their study relating to work of tertiary 
sector in 48 developing and industrialized countries pointed out that the workers in a 
particular industry division do not carry out a single type of activity. Therefore, they 
rotten tertiary sector workers into four occupational categories depending upon the 
nature of activities they perform. they divided occupational classes into four major 
groups' viz., bureaucratic services, distributive services, consumer services and 
producer services (Fable 1.4). 
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Table 1.4 
Bhattacharva and Mitra (B-:\'1) Classification of Teritary Sector Workers 
Bureaucratic services 
a)  Professionals 
b)  Technical and Related Workers 
c) Administrative and Managerial Workers 
d)  Clerical and Related Workers 
Distributive services 
a) All Sales Workers 
Consumer services 
a) Service Workers 
: Producer services 
a 	Workers Engaged in Agriculture, Animal Husbandry and Forestry 
b) Fisher Men and Hunters 
c) Production and Related Workers 
d) Transport Equipment Operators and Labourers in the Tertiary 
Source: Bhattacharva and Mitra. 1997 
By «-"1'O classification, services have been classified into the following 12 
sectors (Table 1.5). 
Table 1.5 
Classification of service sector under WW'TO 
I. 	Business (including professional and 	6. 	Environmental services 
computer) service 	 7. 	Financial (insurance and banking) 
2. Communication service 	 ser\ ices 
3. Construction and engineering services 	8. 	Health services 
4. Distribution services 	 9. 	Tourism and travel services 
5. Educational services 10. 	Recreational, culture and sporting 
ser\ ices 
1 I . 	1 ransport services 
12. Other services not included 
elsewhere 
Source: WTO,1999 
These 12 sectors have been further divided into 155 subsectors. 
United Nations, "International Standard Industrial Classification" (ISIC)used 
the broad categories of services in this classification include electricity service , gas 
and water: construction: wholesale and retail trade: hotels and restaurants; transport, 
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storage and warehousing: post and telecommunication: financial institutions: 
insurance; real estate. business services; machinery and equipment rental and leasing: 
public administration and defense: sanitary and social services. social and related 
community services (including education, research and scientific institutions, medical, 
professional and labour associations, radio and television broadcasting. entertainment 
services). and personal and household services. Services can be divided into two 
classes: 
i) Those that require physical proximity of the user and provider. 
ii) And those that do not. 
Services that require physical nearness can be further divided into three 
groups: 
i) Mobile provider and immobile users, e.g.. transportation labour to a 
construction site. 
ii) Mobile user and immobile provider, e.g., a patient going to a hospital: 
iii) Mobile user and mobile provider. e.g., students and professors meeting in a 
university for lectures. 
Services for which physical nearness is inessential, i.e., the long distance 
services, are on a rise due to technical progress, e.g., banking and insurance. 
1.3 IMPORTANCE OF SERVICE SECTOR IN INDIAN ECONOMY 
Services sector in India has emerged as the largest and the fastest growing 
sector. The services sector has been the key driver of growth of the Indian economy 
in the past decade, during which India has ranked among ten fastest growing 
economies in the world, with average economic growth at over 7 per cent a year, and 
over 8 per cent in the last five years. During the 1990s. India's services sector grew at 
an average annual rate of growth 9 per cent, well ahead of the growth of industry at 
5.8 per cent per annum and that of agriculture at 3.1 per cent per annum. 
The most important services in the Indian economy have been health and 
education. They are one of the largest and most challenging sectors and hold a key to 
the country's overall progress. Industries and Services have acted as twin engines 
propelling overall growth in an economy. They are attracting large inflow of capital 
and foreign investments into the country from all over the world. These sectors are 
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the largest generator of employment opportunities in the country and a facilitator of 
trade and commerce with other countries. In other words, besides agriculture, they are 
the basis of almost all major policy initiatives, incentives and schemes as well as 
programs and plans, at both the National and the State level. 
India's export of IT and BPO services fall in three broad categories. IT 
services. BPO and software products and engineering services. Trade in Technology 
and Information Technology enabled services (IT and BPO services) has been the 
main driving force of growth in India's trade in services in recent years. The overall 
Indian IT and ITES revenue has grown to US S 637 billion in 20010-11, and its 
exports have grown from US S 17.7 billion in 2004-05 to US $ 49.7 billion in 20010-
11. IT and BPO sectors has led to employment generation. Direct employment in the 
IT services and BPO segment was 2.3 million in 2009-10 and 2.6 million in 2010-11. 
The share of services sector in Net Domestic Product at factor cost income by 
industry of origin has increased from 54.87 per cent in 2004-05 to 57.32 per cent in 
2009-10. Regarding sub-sectors of services sector, the share of trade, hotels and 
restaurants have been more than 17.5 per cent since 2004-05. The next largest sub-
sector of services sector is that of finances. insurance, real estate and business services 
whose share was 15.01 per cent in 2004-05 and 17.21 per cent in 2009-10. Third 
largest sub- sector is the community, social and personal services whole share 
increased from 14.06 per cent in 2004-05 to 14.74 per cent in 2009-10. The share of 
l'ransport, storage and communications are significantly declined from 8.25 per cent 
in 2004-05 to 7.67 per cent in 2009-10. The share of construction has also increased 
from 8.24 per cent in 2004-05 to 8.67 per cent in 2009-10 and 9.1 per cent in 2010-11. 
India, which moved in world import services from the 15th position in 2004 to 
10th position in 2005. was in the 12 h` position in 2006 with 2.7 per cent share. The 
growth rate of' India's imports of services at 40 per cent in 2006 was the highest 
among the top 30 importers with Luxembourg at second place with 23 per cent. 
Imports of Commercial services have become important in recent years reaching US $ 
52 billion in 2008-09 and US S 60 billion in 2009-10, but it had low growth rate of 
1.1 per cent in 2008-09 and moderate growth rate of 15.3 per cent in 2009-10. 
Business services have declined in 2007-08 i.e. 7.5 per cent but it is picked up 
by 17.8 per cent in 2009-10. There is a sharp fall in the growth rate of business 
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services imports (as in the case of business rate of export) mainly due to the fall 
imports architectural, engineering and other technical services. 
India with a services sector share of 52 per cent in national GDP in 2009 a 
55.2 per cent in 2009-10 compares well with the top 12 countries with the high 
overall GDP. China's share of services in its national GDP at 39.2 per cent 
relatively low, though it is ahead of India in absolute terms. In temms of servic 
growth rate, China (10.5 per cent) followed by India (8.9 per cent) are the two fast 
growing economies in the top 12 countries. In the global crisis year of 2009, wit 
most of the top 12 countries registered negative growth in services, only China (' 
per cent), and India (6.8 per cent) registered positive growth. India's world ranking 
overall GDP at current prices in 2009 was 11 and in services GDP, it was 12. hxv 
for the Russian Federation moving to 11 position and India moving to I2"' 
services, there is no major change in rank in terms of overall GDP and services GL 
(Govt. of India. 2010-11). 
The growth rate of the services sector in GD1' of India has risen due to severa 
reasons and services sector has given a major boost to the Indian economy. Th1 
contribution of the services sector has increased very rapidly in India because foreign 
consumers have shown interest in the country's service exports. This is because India 
has a large pool of highly skilled, low cost, and educated workers in the country. This 
has made sure that the services that are available in the country are of the best quality. 
The foreign companies started outsourcing their work to India especially in the area of 
business services that includes business process outsourcing and information 
technology services. This has given a major boost to the services sector in India, 
which in its tune has increased the sectoral contribution to the GDP. Over the tenth 
plan period (2002-07), services grew at a rate of 9.3 per cent per annum. The first year 
of eleventh plan 2007-08 witnessed a rate of growth of 9.3 per cent in GDP but this 
growth rate declined to 6.7 percent in 2008-09 due to economic slowdown following 
global recession. However, service grew at a robust rate of 10.3 per cent and 10.1 per 
cent receptively in these years. The impact of economic slowdown on the industrial 
sector is very noticeable in 2008-09 with this sector recording a growth of only 4.4 
percent. 'there was no growth in the agricultural sector. The services sector growth 
enabled the economy to clock a 6.7 per cent growth rate in 2008-09. The service 
sector recorded a rate of growth of 10.1 per cent in 2009-10 and 9.4 percent in 2010- 
S 
11. (RBI Handbook 2010-11) 
1.4 India and the WT() 
World trade organization WTO as established to surprise and liberalize 
world trade. It is a successor of the general agreement on tariff and trade GATT. India 
is a founding member of the GAIT (1947) as well as the \\'TO. which came into 
effect from January 1. 1995. By virtue of its WTO membership India routinely is 
availed of Most Favoured Nation Treatment (MFN) and National Treatment for all 
WTO members for its export and vice versa. Its participation in this increasingly 
rules based system is aimed toward ensuring more stability and certainty in its 
international trade. India has argued for the following commitment in the WTO. 
1.5 GATS 
The "General Agreement on Trade in Service' (CATS) has a "positive list" 
approach. thereby allowing \VTO members to take on obligation in the sector of their 
choice. India has made commitment in 33 activities, as compared to an average of 23 
activities for developing countries. lndia's objectives in service negotiation has been 
to offer entry to foreign service providers in which entry was considered to he the 
most advantageous in terms of capital inflow, technology and employment. 
The recent liberalization of the foreign direct investment regime, restriction on 
the foreign direct investment regime. restrictions on these investments continues to 
hamper market access in the service sector. 
Structure and guiding principle of (:ATS: 
GATS establish a set of rules and disciplines governing the use by WTO 
member countries of trade measures in service. Such measures consist of laws, 
regulation. and administrative action and decisions affections the purchase, payment 
or use of a service or the presence of Foreign Service suppliers. The CATS disciplines 
extend across all government levels, including non-governmental bodies in the 
exercise of delegated power. 
The four CATS modes of supply 
Applicability of' CATS extends to all service sectors with an exception to 
services supplied in the exercise of governmental authority, these being services 
supplied neither on a commercial basis nor in competition with other suppliers. 
Flexibility to each member country has been given under CATS to decide the service 
sectors in which it will undertake and schedule commitments. Such commitments are 
specified by the following modes of supply. These modes are generally referred to as: 
Mode 1: Cross border supply, takes place where the consumer remains in his or her 
territory while the service crosses national borders, the supplier being located in a 
different country. The delivery of the service can be effected, for example by 
telephone, fax, intcrnet or other computer mediator links, television or the sending of 
document, disks, tapes etc by mail or courier. 
Mode 2: Consumption abroad, occurs when a consumer moves outside his/ her home 
territory and consumer service in the other country. Such tourist are typical examples 
of consumption abroad. Medical treatment of non- resident persons and language 
covers taken abroad are other example of consumption abroad. Such activities such as 
ship repair abroad, where only the property of the consumer moves or is situated 
abroad are also covered. 
Mode 3: Commercial occurrence recognized that it is often necessary for services to 
establish a commercial presence abroad as a way to ensure a close contact with the 
consumer in his/ her home territory at the various stages of production and delivery, 
as well as after delivery. 
Mode 4: Presence of natural persons refers to export of work force. It engages 
admitting of foreign nationals to another member country in order to provide services 
e.g. doctors, engineers, individual consultants, accountants, software professionals 
etc. 
It also applies to two areas: trade in service in the BPM5 sense (e.g. financial 
auditing service by an auditor sent by a foreign firm or provision of entertainment 
service by a self- employment professional foreign entertainer who is tempo rarity on 
tour in host economy) and employment meaning labour input in the production 
process. 
Short-term employment of foreign doctors or teachers is covered under mode 
4. Intra corporate staff transfer and more generally, short-term employment of foreign 
staff in foreign affiliates are particularly relevant in the CATS content because many 
countries have referred to this subcategory of natural persons in their schedule of 
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commitments other examples are short term employment of construction workers or 
paid domestic helpers. 
However. GATS coverage extends to only temporary movement and not citizenship, 
residence or employment on a permanent basis in the foreign country. 
The sectors and modes of supply of particular interest in India is the movement of 
natural persons. Our country has a large number of well-qualified professionals in 
service sectors. 	For example, Information Technology. Consultancy, Health, 
Engineering. Chartered Accountants, Company Secretaries. Financial Services etc. 
Such services can be rendered either personally or electronically. In order to 
promote liberalization in above areas. India has submitted a proposal at the special 
session of the Council for Trade in Services on Liberalization of Movement of 
Professionals. 
1.6 Liberalization in India: 
Indian economy before liberalization 
After independence, till 1991, the economic policies of India were primarily 
inspired by the Soviet economic planning under which a strong emphasis was laid on 
increasing the domestic self-sufficiency and reducing the reliance on imports. 
The economic policies otlndia during this phase were primarily protectionist and 
marked by excessive economic interventions and business regulations. In addition, 
during this era the major concern of the government was to develop large and heavy 
public sector industries. 
The economic planning process during this phase was mainly conducted 
centrally through the Five Year Planning process of the Planning commission. This 
structure of economic planning, through Five Year Plans, was analogous to 
the planning process of the Soviet Union. Industries like mining, steel, machine tools, 
insurance, telecommunications and power plants were effectively nationalized during 
this era. 
The Government of India, under the leadership of India's first Prime Minister, 
Jawaharlal Nehru, along with statistician Prasanta Chandra Mahalanobis formulated 
an economic policy, which laid a prime focus on the development of heavy industry 
in the country by both the public and the private sector. However, despite all its 
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efforts, the economy of India was unsuccessful to grow at pace with other Asian 
countries for the first three decades after independence. Later. in 1965. the advent of 
Green Revolution in country, triggered by the improved irrigation facilities, increased 
use of fertilizers and the introduction of high-yielding varieties of seeds improved the 
economic conditions of the country and enabled a better link between industry and 
agriculture in India. 
Indian economy after liberalization: 
In 1991. as a result of the reforms demanded by the IMF (International 
Monetary Fund) in return of allotting India a bailout loan of tJS$ 1.8 billion, the 
government of India under the leadership of Prime Minister, Narasimha Rao, and 
Finance Minister. Manmohan Singh. adopted the economic reforms of 1991. Under 
these reforms, the tariffs and the interest rates were reduced which in turn ended the 
public sector monopolies in certain sectors. In addition, these reforms approved the 
foreign direct investment in many sectors. Afterward, by the end of the twentieth 
century, the Indian economy had progressed towards a free market economy and was 
marked with increased financial liberalization. During this phase, the Indian 
economy has also witnessed a tremendous improvement in the literacy rates, food 
security and life expectancy. 
A Global Investment Bank, Goldman Sachs. recently predicted that by 
2035 India would he the third largest economy in the world, next only to USA and 
China. It is expected that the Indian Economy will grow to 60% of size of the 
USA's economy. Indian economy has grown at a tremendous rate during this phase 
and is still growing with high acceleration. 
The process of economic liberalization was initiated in India in 1977-78 with 
the liberalization of import. I Iowever, it was carried on through the 1980s. the country 
moved towards liberal trade policy in true in July- August 1991. The government 
announced a series package that initiated reform in trade, finance, and industrial 
sector. It marked the end of native industries. The economic liberalization of the 
country incorporated in the trade policy, aimed at increasing export of the country. 
Prior to the reform, import and export were carried out by giving them a strong 
market- orientation. Except in 1972-73, foreign trade in India witnessed heavy trade 
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deficit. The new policy was formulated to make the import dependent upon the 
availability of the foreign exchange generated. 
1.7 Advantages of liberalization of trade in Services: 
The advantages emanating from liberalization of trade in services may 
include: 
(a) Benefit of globalization; 
(b) Improved economic efficiency, 
(c) Contribution towards creation of jobs;  
(d) higher incomes; 
(e) More options for consumers; 
(f) Better quality of life; 
(g) Lower cost services; 
(h) Source of revenue; 
(i) Encouragement to rapid expansion of foreign direct investment: 
(j) Effective integration of national economies; 
(k) Efforts to reduce eliminate disparity among countries etc. 
1.8 Role of policy liberalization in service sector 
The post reform period (the period since 1991) has considerably liberalized 
the industrial, trade policies, and opened up the banking, insurance, transport and 
communication sector to private participation. Many economists have argued that this 
liberalization has boosted the growth of the service sector significantly. Sunil Jain and 
T.N. Ninan have shown that the fast- growth areas in service in the post-reform period 
have been those that have witnessed significant liberalization. Even in the technology-
driven sector (such as IT and communication), the removal of government- imposed 
constraints has been important, if not vital, for growth. The example of 
communication service, banking service, insurance service and computer services 
clearly stand out. The share of communication service in GDP has risen considerably 
in recent years. This is primarily due to telecom liberalization, which began in 1994 
when the private sector was allowed entry. In 1999, the share of the private sector in 
total telephone connections was a meager 5 per cent. By December 2011, this had 
increased to as much as 86.0 per cent. A revolution of sort has taken place in the field 
of mobile telephony with the number of wireless compound annual growth rate 
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(CAGR)of 60 per cent per annum since 2004. This has been primarily due to 
increased role of private players. The number of wireless connection rose from 35.62 
million in March 2004 to as high as 893.86 million at the end of December 2011. 
1.9 The objectives of the present study: 
I. To study the patterns of growth in services sector in India. 
II. To obtain the employment generation rates in service sector of pre and post 
liberalization period 
III. To analyze the suslainability of growth of service sector in relation with 
manufacturing sector. 
1.10In doing so, we put forward the following hypotheses; 
A. The share of services in GDP is associated positively with per capita income, 
i.e., countries with higher per capita income also have a larger share of 
services in their GDP. 
B. Those sectors, which receive higher FDI in services, i.e. telecommunications, 
financial and consultancy services are the fastest growing services sectors in 
the economy. 
C. Growth in the share of services sector in GDP often followed by a 
corresponding, growth in the share of services sector in total employment in 
the economy. However, in India there has been a phenomenal growth in the 
services sector, this growth has not been followed by a corresponding high 
growth in employment. 
D. Services sector is more growth inducting as compared to other sectors in terms 
of backward and forward linkages. Growth in services sector will induce 
growth in other sectors. 
E. The trade liberalization undertaken in the I 990s, which increased competition 
in the domestic market, is responsible to a certain extent for the increase in the 
intensity of use of services in the manufacturing sector, 
F. 	The increasing use of services in manufacturing in the post- reforms period 
had a favorable effect on industrial productivity. 
Sub-Sector of Services Sector 
1 	 Ti  estate &  
1.11Sources and Collection of Data: 
The present stud\ is based on secondary data. which were collected from 
various published issues. The data of Gross Domestic Product (GDP), employment in 
services sector and manufacturing sector were collected from various issues of 
Central Statistical Organization (('SO). Reserve Bank of India (RBI) Nation Income 
Statistics. Centre for Monitoring Indian Economy (CMIE). 8131 Annual Reports, 
Ministry of Labour and Employment, Director General of Employment and Training 
(DGE&T). National Accounts Statistics, Back Series 2007 (1950-51 to 1999-2000) 
EPW Research Foundation and Economic Survey. 
1.12 Research methodology•: 
The study employs simple descriptive as well as some econometric 
techniques. Gross Domestic Product (GDP) and Employment uses the Compound 
Annual Growth Rate (CAGR) and simple ordinary least square techniques. 
I'he Compound Annual Growth Rate computed by employing formula: 
Y=abt 
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By using logarithm: 
Log y log a+t log b 
Y*=a*+t.b* 
logy=y* 
log a=a* 
log b=b* 
The value of b'" is calculated by using ordinary least square (OLS)Method. The value 
of CAGR can he calculated by following method: 
CAGR = (Antilog b* -1) x 100 
Average percent per five years for the purpose of employment of 
manufacturing and services sector. Divided the amount five- five years and sum of the 
five- five years percentage divided by the number of years. 
If two quantities differ in such a technique that movements in the other 
accompany the movements in one, these quantities are correlated. 
The correlation analysis refers to the techniques used in measuring the 
closeness of the relationship between the variables. 
The several mathematical methods are used measuring correlation. The Karl 
Pearson's method, popularly known as Pearson's coefficient of correlation, is widely 
used in practice. The Pearson coefficient of correlation is denoted by the symbol 'Y". 
The formula for computing Pearson "r" is: 
r—>xytNaxay 
Here: 
x=(X-X); y=(Y-Y) 
ax= Standard deviation of series X 
ay= Standard deviation of series Y 
N= Number of pairs of observations 
r— Pearson's correlation coefficient 
The coefficient of correlation has two characteristics. 
The value of `Y' range between —1 and +1. 
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The sign of the coefficient can be +I and -1. 
Pearson correlation for the purpose of solution 
And compute the correlation coefficient between manufacturing and services 
sector. Total manufacturing is divided into two parts: registered and unregistered 
manufacturing. 
1.13 Significance of the Study 
The significance of the present study lies in the fact that service sector has 
become an engine of growth in India. i.e., India is having a services- led growth. The 
study examines the impact of India's service sector on employment growth in post 
&pre reform period. The study highlighted the growth of service sector in India. its 
share in GDP and its contribution to GDP growth. 
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CHAPTER -2 
cRjview of Literature 
REVIEW OF LITERATURE 
The objective of this chapter is to provide an overview of the research work on 
the various aspects of economic liberalisation, service sector employment, world trade 
organisation. sub sector of service employment, and their effect on India's service 
sector and growth. For this purpose service, sector employment is divided into 
following section. 
1. Studies related to service sector and manufacturing sector employment. 
2. Studies related to sub sectors of service sector. 
3. Studies related to \VTO in India. 
4. Studies related to liberalisation on service sector employment in India. 
Various empirical and theoretical studies have been undertaken at the national 
and international level analyzing the impact of liheralisation on service sector and 
manufacturing sector. Present study mainly focuses on service sector employment 
after liberalization. 
2.1 Studies related to service sector and manufacturing sector employment: 
Large number of studies has done to capture the service sector and 
manufacturing sector employment. f=ollowing is the synoptic review of such studies. 
In "Service led growth employment and job quality: a study of manufacturing 
and service sector in urban India" K.V. Ramaswamy and Tushar Agarwal (2012) 
notes that the employment growth, structure, and job quality outcomes in 
manufacturing and service sector in urban India. The dynamic growth of service 
sector in India beginning in the 1990s and employment growth and related aspect of 
employment structure using the NSS survey of employment and employment to throw 
more light on the future role of manufacturing and service as providers of 
employment to large number of joining the labour force. On other hand did not find 
any acceleration in the service sector, employment growth relation to manufacturing 
in the urban areas in India. Youth employment have increased their share of regular 
employment both in manufacturing and service but other side strongly suggest that 
service sector is an unlikely destination for the million of low skilled job seekers. 
India needs to focus on manufacturing sector to provide large-scale employment. 
In "Dynamic of service sector in India: an overview" R. Arunachalam and K. 
Nandha (2002) have surveyed the dimensional growth of different sector, their 
contribution to GDP and composition of service sector. They have found out that the 
growth of employment does not seem to be equal with the growth rate of the service 
sector. This has risen such as conflict between growth in output and employment. 
allocation efficacy to the different sector, income distribution measure and their 
relevance and the type of technology employed. 
On the other hand ,the crucial issues being. that a vast unskilled labour-force 
continues to be unemployed or under employed in agriculture sector as well as in 
formal sector: can the pattern of allocation to service sector coupled with its present 
less labour absorptive potential go on like that in suture too? In other word, should not 
the direction of our growth be corrected so as to make the industrial and primary 
sector more employment productive? Further, serious discussions and empirical work 
at all levels should be undertaken to identity the above issues so as to correctly decide 
the future direction of growth. 
In "Excess growth of tertiary sector in India" Satya Sundaram (2002) has 
analyzed the causative force for excess growth of tertiary sector in Indian economy in 
recent time. He has pointed out that the share of service in national income is much 
larger than its corresponding share in employment and labour productivity. What 
Indian economy urgently requires is rise in productive employment. 
In "The role of service sector: a comparative analysis of India and Tamil 
Nadu" P. Jagdish Gandhi and P. Ganesan (2002) have attempted to comparative study 
of India and Tamil Nadu in the growth of service sector in terms of employment 
generation. It is interesting to note that a high negative relationship exists between 
industry and service sector with respect of public sector employment. It also shows 
that there is a sectoral shift of employment from industrial sector to the service sector 
in "Tamil Nadu during the post reform period. 
On the other hand, the high growth profile in service sector, the basic 
macroeconomic problem in unemployment, low productivity and under employment 
have actually grown more acute after a decade of market- led economic reform in 
India. The ripple effect of the New Economics policy in the Indian economy growth 
should reach the marginalised people in the society. 
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In "Employment promotion in teleworking in India-some issues" K.M. Naidu. 
K.S Naidu. K. Manjushree (2002) have explained the contents the teleworking, 
teleworking development in some major cities in India and potential of employment 
generation in the fasting growing service sector. In addition, pointed out that women 
could overcome the low salaries in teleworking. because Of easily gaining 
employment, if they gain higher skill and show interest to move out of hone in order 
to get a better job with higher salaries. Employing firm should be forced by 
government or employing themselves to provide them higher training in modern 
skills. 
In "Dynamics of service sector growth in India income and employment 
trends" Anju Kohli (2003) has studied the income and employment trends or service 
sector growth in India and has observed that with economic development there is 
rapid transition from agriculture to service sector while industry has lagged behind. 
Female work participation rate in the urban service sector has increased more than in 
the service sector. In general, further the study has found that trade sector is 
contributing more to GDP while financial segment is providing more employment. 
Favourable technology, literacy rate of urbanisation is the major causative factor for 
growth of service sector. The author has recommended adoption of appropriate 
policies so that the trend may not be reversed due to adoption of capital-intensive 
technology. 
In "Employment potential of service sector Kasturi Bai Dhanasekaran(2003) 
described that the employment potential of service sector, has reported that 
employment elasticity of tertiary sector increased from 0.52 to 0.76 during nineties. 
For every employment, opportunity created in the tertiary sector there would be 
generation of 1.7 additional employment opportunities in the economy as a whole. It 
was conclude that if properly developed this sector will absorb a large proportion of 
the unemployed. 
In "Service sector and employment generation: is it real?" P. ,lagdish Gandhi 
and P. Ganesan (2003) have examined whether growth and employment generation in 
the service sector is real and have concluded that contribution to (iDP by industrial 
and service sector was closely associated with their sectoral contribution to 
employment. On the other hand, as unemployment low productivity and 
underemployment have become more acute during the period of market-led economic 
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reform, efforts be made so that the ripple effects of the new economy in India's 
growth reach the marginalized people of the society. 
In "Growth of tertiary sector employment in India" Kuldeep Kour and 
Paramjeet Dhindsa (2003) while examining the nature of transformation of 
employment in primary, secondary and tertiary sectors in relation to economic 
development, have reported that growth rate in tertiary sector has been fastest. 
On the other hand, the growth of employment in the financial sub sector of the 
tertiary sector has been termed as the most efficient, formalised and dynamic. In the 
most of the sub-sector 'U'-relationship has been observed between per capita net 
national product and share in employment. Terming the faster growth of 
consumption-oriented tertiary sector as undesirable and it has advocated rapid growth 
of productive sectors. 
In " Service sector in India: performance and reforms" Sanjay Tiwari (2011) 
explained that the growth experience of Indian economy has witnessed structural 
changes that be reflected in eleven five-year plans. in spite of various hurdles on 
political, economic. social. & technological Fronts: we are able to carry on our growth 
line during last 60 years of republic. As a matter of proud, the govt. targets the 
inclusive growth during the 1 1 th five-year plan. which is nothing but only an 
extension of suggestive planning targeted during eighth five-year plan. In the age of 
globalization & societal transformation, the composition of GDP has witnessed 
shifting trends. Now a day's India is being posed as the most potential and growing 
economy of the world not only in terms of market size but also in terns of technology 
up gradation. In 1950 when Indian republic status was, declared legacy and imprints 
of colonial gesture characterized the economy. In view of the need of planned 
economy, the govt. initiated process of planning through five \ ears plans \\ ith 
establishment of planning commission in 1952 followed by National Development 
Council (NDC). The purpose of' planning was to recognize, produce, & allocate the 
available resources (physical. natural & financial) in equitable manner for the ultimate 
uplifiment of the society in consonance with the constitutional mandate of providing a 
socialist pattern of society. 
Evaluating the performance & contribution of Service Sector in Indian 
economy, the change of world trade with the surfacing of WTO and its impact on the 
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trade pattern and behaviour in context of India has to be real judged. Though all three 
sectors of economy have seen remarkable growth and contributed to the GDP during 
the last sixty two years, the growing importance of service sector particularly in the 
aftermath of reforms is a sign of India's being projected as superpower of future. 
In "Service sector growth in India: toward same dynamic explanation" 
Avadhoot Nadkarni (201 2) suggested that answers of the two important questions that 
arise in the context of the rising the importance of services sector in India in the recent 
years. First. is the services sector dominance in India premature'? The answer is in the 
downbeat, given that even in the classical studies of structural transformation the 
conclusions about the sectoral share of services were not as firm as those about 
agriculture and industry; and given that. believable values of sectoral elasticises of 
demand and productivities can suggest the observed sectoral shares. On the other side. 
given the broadly received assumption of low productivity growth in services, which 
understood a deceleration of aggregate growth in developed countries in the I970s in 
the context of their growing share of services. can an economy with a leading services 
sector produce high aggregate growth rates? This can happen if the services output is 
more in the nature of middle goods like business services rather than final expenditure 
goods. which seems to be the case in India. 
In "The service sector as India's road to economic growth", Barry 
Eichengreen and Poonam Gupta (2010) notes that surrounded by fast growing 
developing countries. India is typical for the role of the service sector. I lowever, 
sceptics have raised doubts about both the quality and sustainability of the increase in 
service sector activity and its implications for economic development. Using National 
Accounts Statistics and cross-county data. we show that the growth of services has 
been broad-based. We show that the growth of service sector employment is not 
simply disguised manufacturing activity. We also find that the skilled-unskilled mix 
of labour in the two sectors is becoming increasingly similar. Ilence, it is no longer 
obvious that manufacturing is the main purpose for the vast bulk of Indian labour 
moving into the modern sector and that modern services are only a viable purpose for 
the highly skilled few. To the extent that the growth of both modern manufacturing 
and modern services is necessary by the accessibility of skilled labour, this just 
underscores the importance for India of continuing to invest in labour skills. We 
conclude that sustaining economic growth and rising living, standards will require 
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shifting labour out of agriculture into both manufacturing and services and not just 
into one or the other. 
In '`An open service regime recipe for jobless growth" Saparna Karmakar 
(2008) notes that. The services as a viable engine of growth has been expressed both 
through theoretical and empirical analysis. One of the stylized facts of development 
economics is that share of services in employment increases only with the rise in per 
capita incomes. The skepticism emanates from the observed relatively jobless nature 
of service sector growth, in particular in the low- and middle-income developing 
countries. Trade as a source of growth and development. International trade in 
services, and in particular in the developing countries, has remained significantly 
lower in comparison to its share in global output. Further, one of the notable trends in 
recent years has been the increasing importance of cross-border supply of services in 
economic activities of countries. 
Although India's experience to understand how services sector liberalisation 
can generate (welfare) gains for developing countries, in particular vis-a-vis its 
employment generation potential. The examination has been based on India's 
experience of an increasingly open service sector and reviews the different channels 
through which economic gains are garnered from openness to trade in services. 
However, the lessons from this analysis extend far beyond India and are of interest to 
both developed and developing countries policynlakers concerned about sustaining 
the competitiveness of their domestic economy. 
In "Creating employment in the five year plan" Santosh Mahrotra. Ankita 
Gandhi. Bimal Kishor Sahu and Patha Saha (2012) examine that employment trends 
and addresses the problem of creating honest and productive employment in the non-
agricultural sector during the first decade of the 21st century. Its primary interest is to 
examine the conversion from casual employment in the unorganised sector, near 
formal employment in the non-agricultural organised sector. There has been a slight 
structural shift in employment away from agriculture towards the non-manufacturing 
sector. An interesting dimension about this transformation is the rising employment in 
enterprises employing 20 or more workers and a decline in employment in enterprises 
employing less than six workers. The second half of the decade witnessed a decline in 
employment in the manufacturing sector, while there was stagnation in services sector 
employment. "I'he rise in contribution in education for female. it is most likely that a 
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larger number of educated youth, especially women will be _joining the labour force in 
future years, and given the fact that the highest open unemployment rate is among 
educated youth, this calls for more proactive policies towards employment creation in 
organised manufacturing and services sectors. 
In "The nature of employment in India's service sector: exploring the 
heterogeneity" Gaurav Nay yar (2009) observed that, the impressive growth of the 
services sector in India reflects fast strides made by educated professionals. Some 
others see it as the expansion of 	employer of last resort. 
On the other hand. Heterogeneity. the object of the paper is to analyze the 
nature of employment being shaped in the different sub-sectors of services, relative to 
the industrial sector. In addition. the nature of employment is identifying to include 
educational requirements and quality, where the latter comprises wages. job security, 
and social protection. They find, (i) sub-sectors of services are generally either 'good' 
or 'bad' employers. (ii)Service sub-sectors with low educational requirements have 
low overall quality of employment, and vice-versa. Furthermore, employment growth 
appears to be more in sub-sectors where educational requirements and quality of 
employment is low. 
In "Policy for India*s service sector" H.A.0 Prasad and R. Sathish (2010) 
Notes that. the policy issue for India's services sector. The importance of services for 
India in terms of GUI' growth, services export growth and openness of the economy; 
the country-wise exports of services of India. the important services for India. and 
examines the major policy issues under three major headings: domestic policy issues, 
domestic regulations and market access issues. 
Domestic policy issues cover many areas like FDI, disinvestment, tariff & 
trade, credit & finance and other general & sector-specific policy issues. FDI related 
policy measures include putting the FDI policy on the website in a user-friendly way 
and opening at least some segments of insurance sector like health insurance. Policies 
for disinvestment include a listing of PSUs in services sector for disinvestment. Tariff 
and tax related policy measures include many suggestions like rationalisation of taxes 
in shipping and telecom sectors . allowing advance tax instead of TDS in some 
services and a single return for service tax and excise tax which is being administered 
by the same department. Credit & finance related issues include exempting External 
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Commercial Borrowings (ECBs) from withholding tax for financing export-related 
activities and overseas acquisition including acquisition of ships. Other general and 
sector specific issues include among others increasing visibility of India in services, 
facilitating services exports by setting up joint offices with common facilities, setting 
up a portal for services, resolving the issue of preconditions in overseas tenders. 
facilitating international accreditation for Indian health services and skill certifying 
unskilled labour. 
On the other hand, domestic regulations perform the role of tariffs in 
regulating services. Along with underlines the need to list domestic regulations in 
India, which need to be ordered to help the growth of the services sector and exports. 
while retaining those domestic regulations that need to be reserved at this stage. Some 
of the policy suggestions related to domestic regulations include addressing 
restrictions on inter-state movement of goods, resolving the issue of ban on use of 
logos of accounting firms, removing the unnecessary regulations under Banking 
Regulations Act and competition policy for services. 
In "India's service sector gateway to development". Archana Agar al (2012) 
examine the various problems in looking at services as the gateway to development in 
India. Firstly. the sectoral shift of the gross domestic product in favour of services has 
not been corresponding by associated changes in employment patterns. Secondly, the 
services sector has exhibited a dualism in which the fastest growing services are the 
high productivity, low employment-generating ones. Lastly, considerably. much of 
the expansion in services has necessitated the shift of resources to the private 
corporate sector and damage of livelihoods of people dependent on such resources. 
In "Service sector in India's economy: performance, problem and prospects" 
Seema Joshi (2008) described, performance, prospects. and problems encountered by 
the services sector in India's economy. It is comforting to note that India is called the 
`services hub' of' the world. Telecom and ITES-BPO revolution have already hit the 
shores of India. A number of' sector specific measures have been taken up by the 
government of India to promote I I' and ITES and other uprising sectors like telecom, 
organised retail, hospitality, entertainment and financial services sectors. The futurists 
are very hopeful regarding the bright future and performance a head of the sector. 
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In "Gender dimension : employment trends in India. 1993-94 to 2009-20" 
Indrani Mazumdar and Neetha N.(2011) Examine some of the clear and not so 
explicit trends in women's work involvement in India from 1993-94 to 2009-10, 
argues that indications are that there is a crisis in women's employment under 
liberalisation-led growth. It shows how specific concentration given to voluntary 
work in NSS data can turn over standard assumptions on wonmen's employment and 
that this is crucially important to negotiations on employment growth in India. 
In "Employment in India: what does the latest data show?" Subhanil 
Choudhary (2011) Discussed that, The 66th round National Sample Survey 
Organisation data (2009-10) on the employment situation paints a harsh picture of a 
limited creation of jobs between 2004-05 and 2009-10, extensive removal from the 
labour force especially by women and slow growth of employment in the non-
agricultural sector. The shift to education among the youth is a positive development 
but not described by itself the decline of the labour force contribution rate. 
In "On the growth of service sector" Satva P.Das and Anuradha Saha (2011), 
explaining that why/how the services sector may grow faster than manufacturing. It 
develops a two-sector, closed-economy model, having a manufacturing sector and a 
services sector. Addition of human capital serves as the basis of growth. Moreover, 
focuses on business services, while household services are measured. Argued that 
difference in returns to scale between the two sectors and employment frictions in 
manufacturing motivate how the growth rate of the services sector may be higher. 
Situation behind how within the services sector the business services sub-sector may 
grow faster than household services are well known. 
In "Employment intensity of service sector in India: trends and determinants" 
Falguni Pattanaik and Narayan Chandra Navak (201 1) investigates that the 
employment intensity of service sector growth in India and examines the role of 
fundamental macroeconomic factors in formative the similar. The result of the study s 
point out that over the years, whereas output growth rate in service sector has 
increased, employment growth rate has braked considerably leading to significant fall 
in employment elasticity. Coupled with this, there is majority of low productive and 
unskilled labour-based activities in service sector. Regression results based on the 
time-series data from 1960-61 to 2004-05 further indicate that investment friendly 
environment, better public expenditure management, effective labour policies and 
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proper structural transformation are the key to achieve higher employment elasticity 
in service sector. 
In "Impact of trade on service sector employment in India" Arup Mitra (2009), 
attempts to assess the contact of trade liberalization on services sector employment. 
Based on the time series- macro data. the elasticity of organised services sector 
employment with admiration to value added and exports and imports have been 
approximate. After controlling for growth, it is difficult to recognize a positive and 
significant impact of international trade on employment in the organized service 
sector. On the other hand, to work out the direct and indirect effects of exports and 
imports on employment after interpreting their effects included in overall growth. 
However, the positive effects are mostly insignificant. For the informal or 
unorganized services sector employment the impact does not seem to be greatly 
different from what is experimental in the case of the organized services sector 
employment. Also as per the company level, data international trade does not seem to 
he an important determinant of' employment in the services sector. 
In "Employment challenge and strategies in India". l.S. Papola. (2008) 
described the employment challenges faced by India \\ithin the framework of "ten 
core elements" identified by the Global Employment Agenda of the IL.,O. These 
elements relate to trade and investment, technological change, sustainable livelihoods, 
macro policy, entrepreneurship development, skills development, active labour 
market policies, social protection. conditions of work and poverty reduction. 
In addition, these various elements find place in development strategies and 
policies in India, what progress have been made in the attainment of the goals that are 
implicit in the Agenda and its elements, what are the gaps and emerging challenges in 
respect of each of them. He finds that the incidence of povert\ is higher among the 
employed than the unemployed. Moreover, argues fir the need to text the status of 
the qualitative dimensions of ork in different sectors and estimate deficits of Decent 
Work to work out strategies and programmes for improvement of quality of work in 
various sectors and activities. 
In "Analytics and implication of service sector growth in Indian economy" 
Deba Prasad Rath and Raj Rajesh (2006) Attempts to identify some of the critical 
issues in India's services-led growth and tests positive hypotheses that are currently in 
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discussion. These relate to: (a) the robust growth of the services sector has added a 
dimension of stability to India's GDP growth. (b) There has been growing 
complementarities between services and industrial sectors of the economy. (c) Like 
other commodity-producing sectors, the services sector also experienced 'jobless' 
growth. (d) The imposition of services tax has boosted the Indian Government's 
efforts at mohilising more resources. (e) High growth of services sector in India had 
an inflationary impact on the economy. In addition, analysis found the first four 
hypotheses to hold true. In respect of the last hypothesis. in contrast to the 
expectations that high services sector growth has an inflationary impact on the 
economy, we found that the rising share of services sector in GDP has not contributed 
to inflation in the Indian economy. 
In "Growing service in India an inter-sectoral analysis based on state level 
data" Deepita Chakravarty (2006) Examine inter-sectoral analysis of state domestic 
product data to recognize the determinants of services sector growth in India during 
recent years. It is a demand side examination where the services sector output of a 
detailed state is not only a function of the outputs of a state's own agriculture and 
industry but also the output of the commodity producing sector of the rest of the 
Indian economy. Moreover, suggest that while a state's own industry turns out to be 
the most important determinant of services sector growth, the commodity-producing 
sector of the country outside the state does play a significant role as well in 
determining services sector presentation under positive conditions that relate to the 
supply side. 
In "Sectoral Linkages and Growth Prospects Reflections on the Indian 
Economy" D.V. S. Sastrv, l3alwant Singh. Kaushik Bhattacharya, N. K. Unnikrishen 
(2003) examine that the relationship of growth among the agriculture. industry, and 
services sectors of the economy, using both an input-output and a concurrent equation 
framework. In spite of the large increase in the share of the services sector in GDP 
over the years, and the input output tables propose that the agricultural sector still 
plays an important role in formative the overall growth rate of the economy through 
demand linkages with other sectors of the economy. 
In "Status paper on data base issues of' the service sector" S.L. Shethy (2007) 
examined that the sustained and rapid growth of the services sector in the Indian 
economy has raised questions about how to accurately estimate the contribution of the 
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sector to GDP. There are problems relating to the methodology employed on the 
contribution of the private sector, especially the unorganised part of the private sector. 
On the other hand, given the absorption of a large labour force (as a residual or push 
factor from the real sectors), there may be misgivings that the services sector incomes 
are underestimated. 
In "Impact of trade on employment generation in manufacturing in India' 
Bishwanath Golder (2009) analysed the impact of trade on manufacturing 
employment in India. It is found that exports had a positive effect on industrial 
employment, but the positive effect of export increase was balance by the negative 
effect of increases in imports. The net effect was marginal. The failure of trade to 
raise industrial employment is traced primarily to the changing product composition 
of trade and the changing direction of trade. Petroleum products have emerged as a 
major item of India's exports whereas the traditional labour-intensive products have 
lost their share. In addition, reveals an adverse effect of changing factor prices on 
manufacturing employment. 
On the other hand, the finding of the study is that after a long period of jobless 
growth, the corporate sector organized manufacturing has achieved a high rate of 
growth in employment, about 7 percent per annum on average. 
In "Is the manufacturing sector in India an engine of growth?" Kaliappa 
Kalirajan (2004), attempts to examine that the manufacturing has been an engine of 
growth in India in the seventies and eighties. After the 1991, economic reform the 
engine appears to he slowing and analysis reveals that manufacturing output growth in 
the post reform period is inputs driven rather than efficiency driven. Advocates 
policies to improve production efficiency through encouraging firm to invest more in 
R&D, technical training for worker and technology aided managerial processes. 
In "'Towards a competitive manufacturing sector" Raj Kumar and Abhijit Sen 
Gupta (2008) described that the current state of the sector and focuses on 
determinants of its competitiveness. In addition, finds that Indian manufacturing 
sector exhibits a great deal of regional variation and a marked dualism between the 
organized and the unorganized segments in terms of both productivity and wage 
levels. The level of labour absorption in the organized manufacturing sector has been 
weak as reflected in the declining labour intensity in this sector. This does not 
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promise well for achieving inclusive growth. Also find that although there have been 
significant changes in the composition of exports in the last 20 years, India is still a 
very small player at the global level, especially in knowledge intensive and advanced 
technology products. Moreover. India is potential for transforming itself into a hub of 
mass manufacturing and constraints in doing so have been the low level of R&D, 
relative lack of skilled personnel and relatively low EDI levels. 
In "Productivity trends in India manufacturing in the pre and post reform 
period" Bishwanath Goldar (2004), analyse that the productivity trends in the pre- and 
post-reform periods, the close look at growth in employment and output in India's 
organized manufacturing sector in the period since the mid-1990s. In addition, reveals 
that the trend rate of growth in employment in the period 1997-98 to 2001-02 was 
significantly negative, at about —3.3 percent per annum. The trend growth rate in real 
value added in the period 1996-97 to ?001-02 was very low at about 0.5 percent per 
annum. This was much lower than the trend growth rates in real value of output and 
the Index Number of Industrial Production (manufacturing) in this period, both 
exceeding 5 percent per annum. 
In "Critical issues in India's service led growth". Rashtni 13anga (2005), 
describe some of the critical issues in India's service-led growth and provides policy 
insights with respect to them. The critical issues identified are: what explains growth 
of service sector in India; what are the reasons for lack of corresponding growth in 
employment in the service sector: can service sector maintain its growth; and what are 
the external and domestic constraints to trade in different services. An assessment of 
performance of services at the aggregated as well as the disaggregated level is 
undertaken in terms of their shares in GDP, employment, trade and FI)1. In order to 
identify external and domestic constraints to trade, services have been categorised 
according to their extent of liberalisation, growth. and share in trade. Most of the 
developing economies, in the last decade. have undergone a significant structural 
shift. The share of agriculture in total value added has significantly declined, 
correspondingly the share of manufacturing and services sector has increased with the 
share of manufacturing sector growing at a faster pace than that of services sector. 
However, India is a unique case in this respect. Most of decline in the agricultural 
sector in India has been picked up by the services sector and it now accounts for more 
than 50 percent of the gross domestic product. 
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2.2 Studies related to sub sectors like IT, tourism, education, health sector: 
Health sector: 
In "Trade in health service" Rupa Chanda (2001) discusses that the various 
ways in which health services can be traded, the main global players in this trade, and 
the positive as well as negative implications of this trade for equity, efficiency, 
quality, and access to health services. It also outlines some of the main barriers 
constraining trade in health services. While some of these barriers are forced for 
reasons for public policy and consumer interest, others are clearly protectionist. 
On the other hand, indicates that there has been modest advancement to date in _ 
opening up this sector to trade and foreign direct investment. It also emphasises that 
the importance of organization of standards, recognition, and insurance portability if 
health services trade is to be liberalised multilaterally. the study draws broad 
conclude that the main issues and concerns which distinguish trade in health services 
and recommends policy measures to ensure that gains from such trade are realized 
while justifying its possible unfavourable penalty. 
IT Sector: 
In `Trends of IT industry in India" N. Swapna and N. Sujatha (2010) discuss 
the Indian Information Technology and Information Technology Enabled Services (IT 
ITES) industry has been contributing its role in the economic development of India 
since post liberalization era. The pace growth of this industry is considered as a 
growth driver for the economy. India has become as "IT Super Power". The 
performance of IT industry can be revealed with the evidence of its contribution to the 
GDP (Gross Domestic Product) of the country. provision of employment 
opportunities all over the country, IT services and software exports and revenue to the 
country. And examines how does the IT industry are playing its predominant role in 
Indian economy with its various trends in the contribution to the GDP of India , II 
exports, IT revenue trends and employment opportunities. 
In `In quest of the information sector measuring information workers for 
India" Kashmiri Lal (2005) examines the judgment of information workers for 
different countries from different regions during 1999, and consequently focal point 
on the real scenario on India. All the eleven categories of occupations notified by 
Government of India have been further advanced into Ibur main categories viz. 
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information, production. service, and farms related workers. How information 
workers are tilted between rural and urban area, their performance on educational 
level, and place of working according to industry are the main findings of this 
research. India had approximately 39.4 million information workers during 1991 
census, which worked out to be 13.78% of main workers (285.9 million). Even as 
most of the developed and few developing countries have achieved considerable 
proportion of the information workers, India's progress in this field is far away from 
encouraging. 
In "Competitive advantage of IT enabled service" B. Murali Manohar (2002) 
pointed out that I'I' enabled service involve a broad range of information technology 
based on decision-making and information delivery service for a customer. On the 
other hand. India enjoy strong brand equity in major market thanks to its growing and 
globally competitive soft,.+are industry and the IT enabled service and its continuing 
demand-led growth might create more employment and export potential in India. 
In IT education and employment in India emerging issues and challenge". 
Parimal 1-I.Vyas and Nimesh Joshi (2005). discussed that the. education policy change 
in 1992 towards building an empowered and knowledge society. Because of LPG and 
Information 'technology (IT) revolution in form of proliferation of use of IT in the 
field of education largely due to varying initiatives being applied by the Government 
of India. The Tenth five year Plan (2002- 2007) has estimated the backlog of 
employment around 34.85 million in the year 2001-02.The sector wise growth of 
overall employment indicates declining growth rate due to the slower growth in 
agricultural employment. Educational institutions of higher learning have now begun 
to manage prospectus using varying tools and information technologies but even as of 
now IT education simply implies computer technology. Earlier IT meant TV or 
language libraries. 'l'he progress and growth of IT industry has bought about a 
revolution in the education industry as one finds its use and applications in 
classrooms, libraries, laboratories, museums, shops etc. Moreover, find that educators, 
Universities, coaching centres, software professionals, executive trainers, and 
corporations, both large and small are joining hands to bring the promise of 
technology-mediated learning to India. 1-Iowever, poor penetration, connectivity, 
reach, training are few of the big barriers although; interactive content on the Internet 
is so much better than blackboard and chalk. Indian economy has to look for a 
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development strategy, which shall not only restore these sectors but also brings in 
relative advantage for generating additional employment opportunities. 
In "Distill of recruiter directorial competences on soli +are employees in 
Bangalore city India" V. Vija~sankar and A. I.akshmi (2012), notes that, online 
recruitment is a fact that is not only changing the traditional approach to human 
resource management but is also having a important impact on other business 
strategies. In organizations utilizing best practices. a small set of core leadership and 
values-based competencies are established transversely the organization. These 
competencies are broadly applied to all employees and send a powerful message, 
reflecting the company's culture, business strategy. expectations, and unique market 
dynamics. Managerial employment appears to be the area having the greatest 
influence on business strategy. Moreover, two theoretical perspectives the help to 
explain the importance in the Business Process Outsourcing (BPO) of aggressive 
screening and competences matching as films seek out outstanding professional 
candidates. 
Tourism sector: 
In "An insight into Indian tourism sector" Chandra Kanta Sahoo and Deepak 
Kumar Sahoo (2010) has observed that Indian Tourism is a potential source of 
employment generation that will help in sustainable development of' the country. 
Blessed with a lot of tourist destinations rooted in the hill stations, waterfalls. historic 
places, artistic craftsmanship and temples of all religions, it has not been able to 
become the cynosure for the citizens across the world. The reasons could be 
attributable to insufficient tourism information, relatively inadequate growth of hotel 
and travel industry etc. On the other hand, under the backdrop of such issues. this 
paper while putting an insight into the development of tourism in India also attempt to 
examine the place of India in The World 'tourism map. 
In "Human resource development in tourism industry in India: a case study of 
air ltd, New Delhi". Nafees A. Khan (2008). notes that the 1-luman Resource 
Development is to improve the capacity of the human resource through learning and 
performance at the individual, process, and organizational levels. By applying a well-
ordered and professional HRD approach to work in the protected areas field, the 
skills. knowledge. and attitudes of park personnel will he augmenting and this overall 
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quality of work performed will improve. There are a number of problems and 
constraints, which concern the human resource development in the Tourism Industry, 
viz., shortage of qualified manpower; shortage of tourism training infrastructure and 
qualified trainers; working conditions in the Tourism Industry; and lack of proper 
strategies and policies for human resource development. The present study is an 
attempt to analyze the HRD initiatives of Tourism Industry with special reference to 
Air India Ltd. to improve and sharpen the capabilities of its employees. The study 
also identifies the need of the Air India to incorporate the spirit of HRD, in day to day 
functioning by utilizing the all possible human resource systems and mechanism to 
the organization. 
Education sector: 
In "Higher education in India seizing the opportunity" Sanat Kaul (2006) 
review that the prevailing policy environment to assess its efficacy in ensuring that 
India is successftilly able to address these challenges in the education sector. 
Moreover, well-established constraints on public funding of education, the role of the 
private sector specially in the provision of higher education and technical training 
have been highlighted. In addition to. that India needs to have a proactive demand 
based policy towards private higher education including foreign 
institutions;universities desirous of setting up campus in India or entering into joint 
ventures. This has to be combined with the establishment of a regulatory instrument 
that ensures that students' welfare is not negotiation and quality standards are 
sustained. 
2.3 Studies related to \\'TO/ CATS in India: 
In "Addressing new service sector in WTO FTAs express delivery and India 
Arpita Mukharjee, Partha pratim Pal and Ramneet Goswami(2010) notes that, the 
service sector is a growing sector and India is a promoter of service sector 
liberalisation both in the WTO, with from side to side bilateral, regional agreement. In 
addition, examine how new service sector like express delivery service EDS are 
addressed in WTO/F'I'A and its implications for India. 
In "Foreign direct investment (FDI) in India service sector (a stud \- of post 
liberalisation)" Arjun Singh Sirari and Narendra Singh Bohra (2011), defined that the 
FDI is a tool for economic growth through its strengthening of domestic capital. 
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productivity, and employment. FDI also plays an essential role in the up progression 
of technology, skills, and managerial capabilities in various sectors of the economy. 
In addition. analyze importance of the FDI Inflows in Indian service sector since 1991 
and relating the growth of service sector FDI in generation of employment in terms of 
skilled and unskilled. 
In "GATS and its implication for developing countries: key issues and 
concerns" Rupa Chanda (2002). discusses General Agreement on Trade in Services 
(GATS) and assesses some of the key issues and concerns that have been voiced 
about this agreement. mainly with its implications for policyymaking in important 
social service sectors. It provides an overview of the GATS in terms of its key, 
features, structural characteristics, and negotiating modalities. It also assesses the 
nature of liberalization that has been realized under the GATS during the Uruguay 
Round of multilateral trade negotiations. In addition. discussion provides the context 
for discussing the various criticisms levelled at the GATS.. In addition, provides a 
critical assessment of these criticisms and distinguishes between those that are based 
on misapprehensions and incorrect information or la ck of understanding about the 
GATS, from those that are genuine concerns and where future negotiations can play 
an important role. The discussion indicates that while the GATS may generate 
benefits in the form of efficiency and resource gains, it may also hurt the realization 
of equity and developmental objectives and could pose challenges to governmental 
autonomy in the delivery and provision of various social services. Ilowever, an 
important point highlighted in the paper is that underlying domestic conditions and 
informed domestic policies and regulations can play- an important role in facilitating 
the gains and mitigating the adverse consequences of the GATS. The paper concludes 
by highlighting the position developing countries could take in the ongoing service 
sector negotiations at the WTO. and notes the specific GATS provisions on which 
they need to focus in these discussions. 
In "Measuring GATS mode 4 trade flows", Joscely,n Magdeline and Andreas 
Maurer (2008) measurement the of' GATS mode 4 — presence of natural persons, in 
the context of the revision of the Manual on Statistics of International Trade in 
Services. Realistic estimates of mode 4 trade are virtually non-existent. Based on the 
GATS legal definition and introduces the statistical conceptualization of mode 4. 
While showing that balance of payments labour related flows indicators, such as 
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worker's remittances and compensation of employees, could not be used as 
substitutes. discusses relevant balance of payments transactions in individual services 
sectors for estimating the value of this trade. Given the complexity of many services 
contracts. (one service contract may involve the use of more than one mode to supply 
services to consumers), it provides simplifying assumptions that help build these 
measures of mode 4 trade in services. Recognizes that the proposed simplified 
statistical approach to modes of supply does not strictly adhere to GATS provisions 
and explains that it has been designed as a first guidance to provide relevant 
information for GATS while ensuring feasibility and consistency with statistical 
frameworks. Examples are given, showing the interest of some economies to estimate 
the size of mode 4 trade. On the other hand, it also presents how existing migration 
and tourism statistics could be used to assess the physical mode 4 movement (flows) 
and presence (stocks) in terms of number of persons. It introduces necessary 
extensions (separate identification of relevant mode 4 categories of persons, 
breakdowns by origin/destination, occupations. length of stay etc.) of these statistical 
frameworks in order to conduct a proper assessment of mode 4. 
In "Service liberalisation from a WTO,'GA I S perspective in search of 
volunteers" Rudolf Adlung (2009) discussed that there has been virtually no 
liberalization under the General Agreement on Trade in Services (GATS)to date. 
Most existing commitments are confined to guaranteeing the levels of access that 
existed in the mid-1990s, when the Agreement entered into force, in a limited number 
of sectors. The only significant exceptions are the attainment schedules of recent 
W"I'O Members and the negotiating results in two sectors (financial services and, in 
particular, basic telecommunications) that were achieved after the Uruguay Round. It 
seems that, negotiators are 'caught between a rock and a hard place'. For one thing, the 
traditional mercantilist paradigm. relying on reciprocal exchanges of concessions, 
seems to be providing less momentum than in the goods area. For another, there are 
additional - technical, economic, and political - frictions that tend to render services 
negotiations more complicated. time consuming and resource-intensive. The novelty 
of the Agreement adds an additional element of legal uncertainty from a negotiator's 
perspective. Moreover, discusses various options that might help to overcome the 
ensuing reticence to engage. Few appear within reach at present, however. The bare 
minimum that would need to be achieved is to revive work on scheduling and 
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classification issues with a view to putting both existing commitments and new offers 
on a safer footing. and to improve compliance with long-existing information 
notification obligations. 
2.4 Studies related to liberalisation on service sector employment in India 
Following section is a brief review of studies on employment generation in 
service sector after liberalisation with special reference to developing and developed 
countries. 
In "'Trade liberalisation and employment" Eddy Lee (2005) Examines that. 
multi-country and country studies on the impact of trade liberalization on growth and 
employment in developing countries. Expose sharply contrasting effects of trade 
liberalization on employment, suggesting that country-specific and group factors are 
important. In particular. differences in how trade liberalization is implementing are 
particularly important. In order to he successful. trade liberalization needs to be set 
within a logical set of macroeconomic. structural. and social policies. 
In "Economics liberalisation and its implication for employment in India' 
Rudder Datt (2003) has reviewed the dimension of employment and unemployment in 
the country during the last two decade. The growth rates of employment declined all 
around expect in sub sector construction, trade. transport, storage, and 
communication. It became negative in agriculture. mining, quarrying, electricity, gas, 
and water supply. In addition, examine unemployment rates in rural and urban areas. 
male female difference in unemployment, among educated youth. unemployment by 
household monthly per capita expenditure. and state wise difference in 
unemployment. The organised and unorganised sector employment and industry wise 
employment, the quality of employment in terms of wages received productivity and 
growth rate of productivity. Moreover, presenting his alternative model for 
stimulating growth of employment, he argued that to priority he given to agriculture 
irrigation and atershed development and abilit% for employment potential. lie his 
also advocated in favour of housing and poor. provision of rural infrastructure. 
expansion of social infrastructure, self- employment through informal sector and 
exploitation of job potential of information technology. 
On the other hand, government should give primacy to removal of 
unemployment and 'right to work' he recognised as a basic human right and a new 
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model of GDP growth and employment be developed to provide, firstly, 'work for all' 
and then 'decent work for all'. 
In "Economic reform and employment generation- a conceptual and analytical 
study of the Indian scenario" P.K. C'hatterjee. Debasish Nandv. and Suddhash 
Siddhanta (2003) examined the employment related scenario of the Indian economy 
with the particular focus on relation between rate of growth of output and rate of 
growth of employment during the reform era. While arguing that growth rate of 
employment is very important for sustainable satisfaction of basic needs of the 
common people, they have suggested that capital-labour ratio be circumscribed by the 
target rate of growth of employment. 
On the other hand, they have suggested that technological progress aiming at 
improvement of labour quality without reduction in employment, production of mass 
consumption goods and development of rural non —farm activities by exploiting 
linkages and expansion of infrastructure, should be assigned a high priority. 
In "Economic liberalisation and its implication for employment", Sudama 
Singh and S.S.P. Sharma (2003) argued that with intensification of competition under 
liberalisation. effort will be made to become more competitive by cutting down 
employment. However, labour market flexibility and increased trade orientation 
towards labour intensive industries may have favourable effects on employment and 
emphasised needs for worker education and training because human resource 
development will improve their earning through movement from low paid jobs to 
well paid job. 
In "Economic reform and the emerging trends in employment". Debashis 
Chakaborty and Prabal Kumar De (2003) have examined the emerging, trends in 
employment under the economic reform and conclude that employment growth in 
public sector is not a promising and the employment growth rate in the private is not 
sufficient to take up always growing labour force. On other side, they suggested 
reform of labour laws, provision for social security, rehabilitation and targeted 
employment generation programmes. 
In "Economic liberalisation and employment in India". Shridhar Pander• and 
Jay Shaker Tiwari (2003) conclude that the new economic policy has not increased 
employment opportunities and the trends may worsen due to slow down of industrial 
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and economic growth. The knowledge and technology, and create opportunities for 
people to grow. 
In "Employment whether LPG can deliver Good". Y.L. Inamdar and S.G. 
Purohit (2003) examined the liberalisation. privatisation, and globalisation can 
generate more employment. It was conclude that economic reform was not 
employment oriented and increased emphasis on efficiency and competitiveness led to 
reducing of employment goal to the background. 
On the other hand, demand creation for goods produced by semi-skilled and 
unemployment persons in the first place and subsequently making their production 
more efficient. 
In "Pre and Post economic reform employment in India an empirical study". 
R.K. Rana and Rajindra Kumar (2003) have investigated the employment situation in 
India during pre and post reform periods and conclude that the acceleration of growth 
in employment in the private sector was observed during the post reform period, the 
growth rate decelerated in the public sector. In addition, the employment elasticity in 
the economy has declined significantly. Further, the study has concluded that due to 
the policy of liberalisation. privatization and globalisation there has been shift from 
public to private sector for providing employment. 
In "Liberalisation and employment situation in India", S.L. Pedgaonkar (2003) 
has made an attempt of liberalisation policies on the volume and composition of 
employment. lie has concluded that unemployment has raised insecurity due to 
retrenchment and Voluntary retirement schemes, and casualisation of' labour has 
increased both rural and urban areas. In addition, suggested the value system of 
competitive economy, education should cater to new skill levels, and investment in 
agriculture and rural infrastructure should be increase. And suggested that we should 
accept the value system of competitive economy, education should cater the new skill 
levels, and investment in agriculture and rural infrastructure should be increased. 
In "Globalisation, wage and employment in some selected Asian countries". 
Simriti Mukherjee (2003) has examined the impact of globalisation on wage and 
employment in seven countries, including four from SAARC region and three from 
outside the group. In addition has found no proof about globalisation leading to more 
employment and larger wage divergence. 
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In "Economic liberalisation and its implication for employment in organised 
and unorganised sector" S.K. Pant and Alok Pandey(2003) have reported that reform 
have adversely affected employment levels in the organised sector. The retrenched 
work force has found their way to unorganised sector, which, in the absence of rules 
and legislation has depressive effects on socio- economic condition of labour. 
in "Globalization and employment generation: a case study of Indian 
organised sector" R.D. Dixit, Kamlesh Kumar Shrivastva and Ajay Kumar Rawat 
(2003) described that employment generation rate in the organised sector has fallen 
but in the private sector, it has increased. In the public sector, employment generation 
rate became negative. Thus to tackle the problem of unemployment economic reforms 
have to be reconsidered. 
In "Impact of economic liberalisation on employment in village industries of 
India: an analysis" Dibvvendu S. Maiti and Sachinadan Sau (2003) notes that the 
economic liberalisation that initially started in the 1980s but it has been consistently 
pursed since 1991. Employment in village industries in relation to economic 
liberalisation reveals that following this process employment in these industries 
increased but its growth decelerated. Production and real earnings per employee as 
supply side factors have significantly influenced growth of employment in this sector. 
Employment elasticity with respect to production and sales has been positive but 
those have declined during the post liberalisation period. 
In other words, the implication of economic liberalisation in relation to 
village industries is that it is not favourable for improvement of the quality of living 
of labourers. Employment elasticity with respect to the real earnings per employee has 
been negative and statistically significant after economic liberalisation. 
In "Globalisation and employment problem: a study across the states of India" 
Maitri (Jhosh and Sanjib Kumar Basu (2003) have examined the effect of 
globalisation on employment across the states of India. They have opined that 
unemployment scenario has not changed much after the reform and have therefore 
recommend adoption of definite and targeted policies toward reduction of 
unemployment in India. "l he\ have also recommended moulding of education system 
toward vocational education, growth of agriculture and allied activities, labour 
augmenting technical progress and training of labourers. 
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In "Impact of economic liberalisation on employment generation: a study of 
west Bengal" Subrata Kumar Ray and Siddhartha Sankar Manna (200 3) has reported 
that employment in shops and commercial establishment showed a rising trend in the 
post liheralisation period. Diversification of rural economy led to slow transfer of 
labour from agriculture to non-agriculture sector. As a policy instruction, it suggested 
more diversification of rural economy to generate more employment in India. 
In "Growth, composition and determinants of employment in Assam: post 
liberalisation scenario" Saundarva Borbora and Ratul Mahanta (2003) they have 
reported that employment in the private in the state was increasing and public sector 
was decreasing. Trade and commerce, manufacturing and construction were regarded 
as dynamic sectors for employment generation. It has been brought out that increase 
in the number of registered factories, tea production and number of bank branches has 
played a significant positive role in increasing employment in Assam. 
In "Trade liberalisation and economic performance: overview". L.Alan 
Winters (2004) examine the trade liberalisation and economic growth are serious 
methodological challenges and divergence about the strength of the facts. the most 
believable conclusion is that liberalisation generally induces a temporary increase in 
growth. A major component of this is an increase in productivity. On the other hand, 
stresses the importance of other factors in achieving growth, such as other policies. 
investment and institutions, but argues that many of these respond positively to trade 
liberalisation. It also considers the implementation of' liberalisation and notes the 
benefits of simple and transparent trade regimes. 
In "Impact of liberalisation on employment in India" Shastri R.K. Tripathi 
Ravindra. Singh Anushree (2010). defined that the trade liberalization refers to the 
removal of government incentives and restrictions from trade between nations. In 
addition, rapidly increasing flows of goods and services across national borders have 
been the most visible aspect of the increasing integration of the global economy in 
recent decades. On the other hands, the theory suggested that trade liberalization may 
raise labour productivity in the developing economies but it also has differential 
impact on their wages and employment. Higher trade has mostly been associated with 
higher employment but lower wages. In this situation, the impact of trade 
liberalization on employment is of particular significance. The study has examined, 
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the changes in the employment scenario of India following the pursuance of the trade 
liberalization strategy and the possible effects of further trade liberalization. 
In "Service sector liberalisation in India key lessons and challenges" Rupa 
Chanda and Pralok Gupta (2011). notes that. the service sector is one of the fastest-
growing sectors in the Indian economy. It has been vital to India's overall 
liberalisation and structural reform programme. The increasing meaning of India's 
service sector has, however, raised issues and concerns that need to be addressed 
nationally, in discussion with applicable stakeholders, and externally, in consultation 
with key trade and investment partners. In addition, analyses the liberalisation and 
structural reform process carried out in India's service sector since 1991 and the key 
lessons to be learned. It considers a representative set of services from different 
subsectors, namely telecommunication. banking, higher education, and retail 
distribution, services, to understand the liberalisation process and the challenges faced 
in undertaking various reform measures. 
On the other hand, the liberalisation method has concerned a series of 
regulatory and non-regulatory measures involving the government and other 
stakeholders. The reforms have been challenging and have evolved over time, often 
involving a process of learning from side to side skill. In subsectors where 
liberalisation has been successful, this has resulted in increased efficiency and 
productivity in that service sector and often in related sectors. Where inconsistent 
views of' stakeholders have impeded the reforms process, only partial and halting 
liberalisation has been possible. 
In "Gender dimensions: employment trends in India 1993-94 to 2009-2010", 
Indrani Mzumdar and Neetha N. (2011) examine some of the explicit and not so 
explicit trends in women's work contribution in India from 1993-94 to 2009-10; and 
argues that indications are that there is a crisis in women's employment under 
liberalisation-led growth. It shows how definite concentration given to unpaid .vork in 
NSS data can overturn standard assumptions on women's employment and that this is 
vitally important to discussions on employment growth in India. 
In " Service liberalization and domestic regulation: why is it important" 
Ramesh Cahitoo (2008). examine the various issues regarding services trade 
liberalization and domestic regulations and their implications for effective market 
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entry with the aim of striking a balance between the possible gains from liberalization 
and public interest apprehension. Moreover, the key issues in the border between 
services liberalization and domestic regulation and look at the different view from 
developing and developed countries. 
On the other hand, will argue that in spite of the specific mandate of the 
multilateral services negotiations in the Doha Round. economic needs tests (EN"I's) 
should be considered as domestic regulations and should be addressed in the current 
CATS negotiations. This is mainly because FNTs reproduce in the services schedules 
of many countries and are very diverse in terms of their application but they all make 
market access unpredictable. 
In `'Impact of services trade liberalisation on employment and people 
movement in south Asia", Rupa Chanda (2011). notes that services have been a key 
driver of overall economic growth in South Asia since the 1990s. This paper examines 
how the growth of services output, trade and investment have affected service sector 
employment in South Asia and the extent to which countries in this region are 
proactively undertaking skill development, training, and human resource management 
policies that are targeted at the service sector. 
In "Youth employment and unemployment in India" S. Mahendra Dev and M. 
Venkatanarayyana (2011). discuss that enhance in the share of youth population due to 
demographic 'dividend' or the 'youth bulge' seems to he one of the sources of future 
economic growth in India. Although with increase in school and college enrolment 
rates, the proportion of youth in the labour force has been declining: their high 
proportions in the labour force indicate that the problem of youth unemployment and 
underemployment would remain a serious policy issue for man\, more years to come 
in India. In this context, this paper examines the employment and unemployment 
situation of the youth in India during the last two-and-half decades viz.. 1983 to 2007-
08. In addition, analyses the trends in labour force and workforce participation rates. 
unemployment, joblessness, working poor, growth, and employment elasticity etc. 
The paper also offers policy recommendations for increasing productive employment 
and reduction in unemployment for the youth. The poor employability of the 
workforce would hamper the advantages due to demographic dividend if measures 
were not taken to improve the educational attainment and skill development of' the 
youth. 
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CHAPTER-3 
Growth of India s Service 
Sector 
GROWTH OF INDIA'S SERVICE SECTOR 
3.1 Introduction 
Kuznets and ('henery suggested that economic development would be 
associated with a sharp decline in the part of GDP generated by the primary sector, 
counterbalanced by a significant increase in industry and by a more modest increase 
in services. Sectoral shares in employment were predicted to follow a similar pattern 
(Gordon and Gupta. 2004). 
The dominance of the service sector in the growth process is associated with 
the third stage of development. In India, the acceleration in growth in recent years has 
been due to dynamism of the service sector while the contribution of industry has 
tended to stagnate over the last three decade. The 1990 Gulf war and the 
consequential rush in oil prices triggered a full — fledged balance of payment crisis 
that brought growth to a grinding half in 1991-92 and plunged the economy into 
considerable disorder. The new Congress government of June I991. with Manmohan 
Singh As, finance minister, undertook emergency measures to restore external and 
domestic confidence in the economy and its management. The rupee was devalued. 
the fiscal deficit was cut and special balance of payment financing mobilized form the 
IMF and the World Bank. Even more importantly. the government seized the 
opportunity offered by the crisis to launch an array of long overdue and wide-ranging 
economic reforms. They encompassed external sector liberalization deregulation of 
industry, reforms of taxation and the financial sector and more commercial approach 
to the public sector. Blow for a summary of key reforms in 1991-9 3 (Acharya. 2002). 
Liberalization of the economy in the 1990s & encouragement of private 
investment in industry & infrastructure had induced sustained high growth in the 
service sector. The emergence of India as one of the fastest growing economies in the 
1990s can he attributed largely, on the rapid growth of its services sector. Some 
services have grown fast in terms of their share of GDP and in terms of share in trade 
and FI)1 (software & telecommunications services). 
I lowever. there are some services, which have grown fast but have not been 
able to improve their share in international transactions (health & education) while 
there are some services that have intact witnessed a negative growth and also a low 
share of international transactions (legal services). One reason of fast growth in 
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services is that the income elasticity of demand for services is greater than one. 
I ence, the final demand for services grows faster than the demand for goods and 
commodities as income rises. 
The services sector has grown impressively in successive Plans with a sharp 
acceleration in the Tenth Plan period, reflecting the rapid growth in high —end 
services spurred by the IT revolution. This has opened up new and attractive 
employment opportunities for our educated youth. We can expect further 
improvement in performance in this sector with an acceleration of services growth to 
10 percent in the Eleventh flan. Rapid growth in IT related services and in tourism 
w ill contribute to this outcome as will the expected expansion in health and education 
that should provide additional jobs for teachers, doctors, and medicals attendants. 
A number of studies undertaken have noted that India's economic growth 
accelerated nearly three decades ago. i.e. the acceleration in India's economic growth 
took place around 1980. The share of primary (agriculture, hunting etc.) sector has 
started declining steadily particularly after 1980-81 and after 1990-91 the extent of 
decline has been rapidly high. The relative size of the secondary sector also started 
declining approximately after 1980-81 and 1990-91 the extent of' decline has been 
rapidly high. However, some of' the components of tertiary sector have expanded 
considerably over the year. The sectoral desegregations of national income show that 
the tertiary sector has grown relatively faster than other sectors. The continuously 
increasing trend experienced by the share of the services in national income has given 
rise to several controversial issues. Some economists have refused to accept it as an 
indicator of economic development, especially when judged in context of developing 
countries (Rao. 1954, 1 98 3, and 1986). Some argue that demand for services and 
manufactures being more elastic than for agricultural products. the process of 
development is said to have witnessed such shift away from agriculture towards 
manufacturing and services (('lark 1940, Davis 1968). 
The services sector has been India's most dynamic sector in recent years, with 
telecommunications and information technology registering rapid growth. The 
constraints in the industrial and agriculture sectors and the natural advantage of India 
in services made it possible to have services led growth of the economy. Services 
sector growth can also complement growth in manufacturing sector, as there are many 
sectors where complementarily exists between services and manufacturing growth. 
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3.2 Pattern of growth 
\'hen launching 1'` five-year plan (1951-56). India was faced with three 
problems. severe food shortage. mounting inflation and the influx of refugees in the 
wake of partition of the country in 1947. The first plan had to address these problems 
on an urgent basis. 
The poor performance of agriculture in the past decades or so is partly due to 
the emergence of' technology fatigue in the intensely irrigated crop production 
regions. The process of planned economic development in India began with the 
launching of first five-year plan. At that time. the country was faced with severe food 
shortage and mounting inflation. "I'he plan accorded pride of place to programmer for 
agriculture and community development. In the mid- 1960s. a new technology in the 
form of high- yielding varieties (I-IYVs) was introduced for cereals. Apart from the 
new technology, public investment in agriculture, particularly in irrigation, war 
stepped up significantly. 
Services sector has emerged as the largest and fastest growing sector in the 
global economy in the last two decades. providing more than 60 percent of global 
output and in many countries, even larger share of employment. Growth in services 
sector has been less cyclical and more stable than growth in agriculture and industry. 
India's services share of GDP is higher than the average for other low-income 
countries. Indian estimates services sector's in the country's GDP has around 58 
percent in 2011. According to IMF and World Bank report in 2011. India's rank is 
along with 9th. Brazil's 7th  rank, Italy's 6 r`' rank, Russia's rank 10th, and Canada's rank 
1 1'' rank.- In world GDP of US$70.2 trillion in 2011. the share of services was 67.5 
percent. more or less the same as in 2001. Interestingly the top 15 countries in terms 
of services GDP are also the same in overall GI)P in 2011. 'l'his list includes the 
major developed countries and Brazil. Russia. India and China. Among the top 15 
countries with highest overall GDP in 2011. India ranked 9th in overall GDP and 10th 
in services (;DP. A comparison of the services performance of the top 15 countries in 
the eleven-year period from 2001 to 2011 shows that the increase in share of services 
in GDP is the highest for India (8.1 percentage points) followed by Spain. While 
China's highest services compound annual growth rate (CAGR) of' 1 1.1 percent was 
accompanied by marginal change in its share of services for this period, India's very 
high CAGR (9.2 percent) which was second highest was also accompanied by the 
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highest change in its share. This is also a reflection of the domination of the industrial 
sector along with services in China in its growth, while India's growth has been 
powered mainly by the services sector. Despite the higher share of services in India's 
GDP and dominance of industry over services in China, in terns of absolute value of 
services GDP as well as growth in services ( both decadal and annual in 2001, 2010, 
and 2011) China is still ahead of India. 
e Growth potential of the economy can be judged to some extent by the 
performance of the economy in the past, and especially the performance in recent 
years. Table 3.1 and Graph 3.1 presents the growth rates achieved in each Plan period 
since the First Five Year Plan. 
Table 3.1 
Growth performance in the five year plans 
(% per annum) 
Plan period Target Realization 
First plan (1951-56) 2.1 3.5 
Second plan (1956-61) 4.5 4.2 
Third plan (1960-66) 5.6 	 2.8 
- 	 3.9 Annual plan (1966-69) 
Fourth plan (1969-74) 5.7 	 3.2 
Fifth plan (1974-79) 4.4 	 4.7 
Annual plan (1979-80) - 	 -5.2 
Sixth plan (1980-85) 5.2 	 5.5 
Seventh plan (1985-90) 	 5 5.6 
3.4 Annual plan (1990-92) 	 - 
Eighth plan (1992-97) 	 5.6 6.5 
Ninth plan (1997-2002) 	 6.5 5.5 
Tenth plan (2002-07) 	 7.9 
9 
7.7 
7.9 
i (2001-2(12) 
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Graph 1.1 
Growth Performance in the Five Year Plans 
10 
4 
2 
• Target 
• Realization 
10\I 9p\ ~ti\ A1\ 01\ ~1\ ,~\
1a ~h 90' 9ti y~ '~
\~9 \\~~ \~~ `~9 X91 \ti°~s 	~a~ $ \ti xv ~
c
c~a\~ rr~ rQ\a e~r`~ e~r~ 
•6 
Plan Period 
It shows that the economy grew at 6.5 percent per year in the Eighth Plan 
period (1992-97) and then decelerated to 5.5 percent in the Ninth Plan period (1997-
2002). but recovered sharply to achieve a growth rate of 7.7 percent during the Tenth 
Plan (2002-2007). The last four years of the Tenth Plan recorded an average of about 
8.7 percent and the Eleventh five-year plan (2007-2012) the target is 9 percent and 
realization 7.9 percent. 
Although detailed sectoral targets are no longer relevant, it is possible to 
present a broad picture of sectoral growth prospects consistent with the target of 9 
percent growth of the economy as a whole. Table 3.2 and graph 3.2 presents the 
sectoral composition of growth in the past three Plans together with indicative 
projections for the Eleventh Plan (2007-2012). It may be seen that both agriculture 
and industry show a marketed deceleration in the Ninth Plan compared to the Eighth 
Plan (1992-97). The deceleration in industry was reversed in the Tenth Plan (2002-06) 
but the growth in agriculture continued to be slow. The services sector accelerated 
sharply in the Tenth Plan (2002-06). In Eleventh plan (2007-12) service, sector 
growth is 9.9 percent. 
Table 3.2 
Sectoral growth in recent plans 
(% per annum) 
Sector Eighth plan (1992-97) 
Ninth plan 
(1997-2002) 
Tenth plan 
(2002-07) 
Eleventh plan 
(2007-12) 
Agriculture 4.72 2.44 2.3 4 
Industry 7.29 4.29 9.17 10.5 
Service 7.28 7.87 9.3 9.9 
Total 6.54 5.52 7.74 9 
Graph 3.2 
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'Cable 3.3 & Graph 3.3 show the component of Gross Domestic Product at 
Current prices (at factor cost). The share of agriculture and allied activities has 
declined steadily during the period 1950-51 to 2011-12. Component of GDP of this 
sector recorded as 52.56 percent in 1950-51 and 17.23 percent in 2011-12. When we 
see the data of mining and quarrying, it has to be noted that its share has been 
increasing from 0.78 percent in 1950-51 to 1.14 percent in 1963-64, but after this 
period, it started declining and come down to 0.98 percent in 1973-74. Thereafter it 
started increasing and become 1.47 percent in 1978-79 to 2.67 percent in 1981-82 to 
2.95 percent in 1982-83. Moreover, declining from 2.83 percent in 1983-84 to 2.62 
percent in 1987-88 to 2.54 percent in 1991-92 to 2.22 percent in 1998-99. It started 
increasing and become 2.88 percent in 2005-06. and decline to 2.54 percent in 2008-
09. Moreover, rose 2.71 percent in 2011-12. The relative size of manufacturing sector 
has increased from 10.93 percent in 1950-51 to 15.87 percent in 2008-09 to 13.88 
percent in 2011-12. During this period, it increased from 10.93 percent in 1950-51 to 
1.5.31 percent in 1963-64. but after this period it started, decline and come down to 
12.89 percent in 1967-68, thereafter it started increase and became to 16.96 percent in 
2008-09. Table 3.3 and Graph 3.3 further exhibits that the share of services sector has 
improved from 35.74 percent in 1950-51 to 64.17 percent in 2008-09 and 66.18 
percent in 2011-12. Services sector has increased with the effect of IT revolution. 
From the table under reference, we can conclude that the share of agriculture 
and allied activities steadily declined during the period 1950-51 to 2011-12. Mining 
and Quarrying. Manufacturing has been fluctuating during this period, while the 
share of services sector has been continuously improving during the same period. 
so 
Table 3.3 
Components of Gross Domestic Product at Current Prices (at factor cost) 
(Rs. Crore) 
Year 
Agriculture & 
Allied 
Activities 
Mining & 
Quarrying Manufacturing Services Total GDP 
1950 51 
5080 	 75 1056 3454 9665 
(52.)6) (0.78) (10.93) (35.74) (100) 
1951-52 5245 84 1171 1 	3707 10207 
(51.39) (0.82) (11.47) (36.32) (100) 
19523 -5 5110 86 1103 3801 10100 
(50.59) (0.85) (10.92) (37.63) (100) 
1953-54 5630 87 1243 4020 10980 
(51.28) (0.79) (11.32) (36.61) (100) 
4789 91 1289 4216 10385 
1954-55 
(46.11) (0.88) O2.41 (40.6) (100)  
4644 93 1325 4522 10584 
1955-56 
(43.88) (0.88) (12.52) (42.72) (100) 
57  1956 5900 113 1578 4962 12553 
(47) (0.9) (12.57) (39.53) (100) 
5778 131 1680 5279 12868 
1957-58 (44.9) (1.02) (13.06) (41.02) (100) 
6703 	 140 1794 5714 14351 
958-59 
(46.71) (0.98) (12.5) 39.82) (100) 
1959-60 
6734 149 _2009 6214 15106 
(44.58) (0.99) (13.3) (41.14) (100) 
7090 177 2339 _ 6940 16546 
1960-61 
(42.85) (1.07) (14.14) (41.94) (100) 
7343 187 2580 7349 17459 1961-62 
(42.06) (1.07) (14.78) (42.09) (100) 
7497 224 2865 8141 18727 
1962-63 
(40.03) (1.2) (15.3) (43.47) (100) 
8823 243 3267 9009 21342 
196 3-64 
(41.34) (1.14) (15.31) (42.21) (100) 
10781 256 3593 10222 24852 
1964-65 
(43.38) (1.03) (14.46) (41.13) (100) 
10751 296 3829 11223 26099 
1965-66 
(41.19) (1.13) (14.67) (43) (100) 
12506 321 4188 12620 29635 
1966-67 (42.2) (1.08) (14.13) (42.58) (100) 
15650 374 4475 14209 34708 
1967-68 (45.09) 	(1.08) (12.89) (40.94) (100) 
16132 399 4843 15267 36641 
1968-69 (44.03) (1.09) (1322) (41.67) (100) 
1969-7() 
17644 , 	444 5578 16593 40259 - 
(43.83) (1.)) (13.86) (41.22) (100) 
18192 ' 	465 6088 18159 42904 
1970-71 
(42.4) (1.08) (14.19) (42.32) (100) 
1971-72 
18584 487 6754 19922 45747 
(40.62) (1.06) (14.76) (43.55) (100) 
Contd... 
51 
197 	73 20440 525 7505 21836 50306 
(40.63) (1.04) (14.92) 43.41) (100) 
26936 600 9081 24728 61345 1973-74 
(43.91) (0.98) (14.8) (40.31) (100) 
1974-75 29509 856 11670 30303 72338 
(40.79) (1.18) (16.13) (41.89) (100) 
1975 -76 29249 1088 12139 34653 77129 
(37.92) (1.14) (15.74) (44.93) (100) 
1976-77 29882 1245 13432 38495 83054 
(35.98) (1.5) (16.17) (46.35) (100) 
197 	78 35380 1376 15046 42721 94523 
37.43) (1.46) 15.92) (45.2) (100) 
1978 -79 36361 1496 17326 46517 101700 
(35.75) (1.47) (17.04) (45.2) (100) 
1979 -80 37616 1867 19840 51834 111157 
(33.84) (1.68) (17.85) (45.74) (100) 
1980-81 47312 2327 22159 60721 132519 
(35.7) (1.76) (16.72) (46.63) (100) 
1981 82 53327 4150 26062 71619 155158 
(34.37) (2.67) (16.8) (45.82) (100) 
1982 -83 57496 5121 28455 82266 173338 
(33.17) (2.95) (16.42) (46.16) (100) 
1983-81 68613 5737 33736 94663 202749 
(33.84) (2.83) (16.64) (47.46) (100)  
198.1 85 
73989 6454 37899 109353 227695 
(32.49) (2.83) (16.64) (46.69) (100) 
1985 86 79294 6902 42018 126213 254427 
(31.17) (2.71) (16.51) (48.03) (100) 
1986-87 85108 8047 46451 144076 283682 
(30) (2.84) (16.37) (49.61) ((100) 
1987-88 94677 8428 52759 165726 321590 
(29.44) (2.62) (16.41) (50.79) (100) 
1988-89 116925 11020 62183 193661 383789 
(30_47) (2.87) (16.2) (51.53) 100) 
1989 -91) 1292
22 12161 74995 225757 442135 
(29.23) (2.75) (16.96) (50.46) (100) 
1990-9! 150800 13775 86006 264451 515032 
(29.28) (2.67) (16.7) (51.35) (100) 
1991 -92 176166 15096 	93379 309526 594167 
(29.65) (2.54) (15.72) (52.09) 
358358 
(100) 
681518 1992-93 
197569 17409 	108182 
(28.99) (2.55) (15.87) (52.58) 100) 
Contd... 
52 
1993 -94 
229172 20249 125402 417327 792150 
(28.93) (2.56) (15.83) (52.68) (100) 
1994-95 
263895 22839 154943 483563 925240 
(28.52) (2.47) (16.75) (52.26) (100) 
199 	96 
286946 25467 193731 577145 1083289 
(26.49) (2.35) (17.88) (53.28) (100 
1996 -97 
345020 27918 220759 667014 1260711 
(27.37) (2.21) (17.51) (52.91) ( (100) 
1997-98 _ 	
366125 
(26.12) 
33677 229595 772536 1401933 
(2.4) (16.38) (55.11) (100) 
1998-99 420486 
35955 250581 909061 1616083 
(26.02) (2.22) (15.51) (56.25) (100) 
446515 41594 264113 1034304 1786526 
1999-00 
(24.99) (2.33) (14.78) (57,89) (100) 
449565 45706 300392 1129354 1925017 
2000-01 
(23.35) (2.37) (15.6) (58.67) (100) 
2001-02 
486617 
(23.2) 
47871 315314 1247924 2097726 
(2.28) (15.03) (59.49) (100) 
472060 62742 346029 1380584 2261415 
2002 -03 
(20.87) (2.77) (15.3) (61.05) (100) 
532342 63882 388549 1553397 2538170 
2003-04 
(20.97) (2.52) (15.31) (61.2) (100) 
2004-0-5 
552422 84776 453603 1786900 2877701 
(19.2) (2.95) (15.76) (62.09) (100) 
625635 94533 519743 2042474 3282385 
~ 00~-06 2 5 (19.06) (2.88) (15.83) (62.23) (100) 
686044 106024 617648 2369667 3779383 
2006-07 
(18.15) (2.81) (16.34) (62.7) (100) 
782597 117431 705130 2715734 4320892 
2007-08 
18.1 1) (2.72) (16.32) (62.85) (100)  
861753 125414 780405 3165610 4933182 
2008 -09 
(17.47) (2.54) (15.82) (64.17) (100) 
1079365 157400 907032 3947689 6091486 
2009-10 
(17.72) (2.59) (14.89) (64.8) (100) 
1269889 191207 1040345 4655971 7157412 
2010-11 
(17.74) (2.67) (14.54) (65.05) (100) 
1417365 223902 1143510 5447854 8232651 
2011-12 
(17.23) (2.71) (13.88) (66.18) (100) 
Source: Reserve bank of India, 2011-12. Central Statistical Organisation. and National Income 
Statistic, 
CMIE July 2010 and Sep 2012. 
Note: Figures in Parentheses are Percentage. 
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Graph 3.3 
Components of Gross Domestic Product at Current Prices (at factor cost) 
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Table 3.4 & Graph 3.4pamt out the component of Gross Domestic Product at 
constant prices. The share of agriculture and allied activities has declined from 55.28 
percent in GDP in 1950-51 to 16.95 percent in 2008-09 to 14.02 percent in 2011-12. It 
contributed 55.28 percent of GDP in 1950-51; its share however improved to 55.93 
percent in 1953-54 but declined to 16.95 percent in 2008-09 and 14.02 percent in 
2011-12. The share of mining and quarrying has shown a steady increase from 1.42 
percent of GDP in 1950-51 to 1.92 percent in 2008-09. The share of manufacturing in 
GDP increased from 8.92 percent in 1950-51 to 14.61 percent in 2008-09 from 
increase 15.25 percent in 2011-12. It may also be noted that manufacturing industries 
are grouped under registered and unregistered. The share of manufacturing doubled 
during the period. The share of services sector, which includes electricity, gas & water 
supply. construction, trade, hotels transport, & communication, financing, insurance, 
real estate& business services, community, social & personal services improved from 
to 66.52 percent in 2008-09 to 68.65 percent in 2011-12. 
Table 3.4 
Components of Gross Domestic Product at Constant Prices (at factor cost) 
(Rs. Crore) 
Agriculture & 
Allied 
Year 	Activities 
Mining & 
Quarrying Manufacturing Services Total GDP 
123884 	 3178 	 19996 77040 224098 
I9O- 1 
(55.28) 	 (1.42) (8.92) (34.38) (100) 
125732 3570 20627 79598 229527  
19, I-5? 
(54.78) 	(1.56) (8.99) (34.68) (100) 
129697 3652 21345 80951 235645 
19>? -> 3 
(55.04) 	 (1.55) (9.06) 	! (34.35) (100) 
139685 3707 22997 83357 249746 
19 - 3-54 
(55.93) 	 (1.48) (9.21) 	 (33.38) (100) 
143791 3866 	24608 88088 260353 
1954-55 
(55.23) (1.48) 	 (9.45) (33.83) (100) 
142549 3927 	 26535 94121 267132 
1955-56 
(53.36) 1.47) (9.93) (35.23) (100) 
150298 4126 28528 99515 282467 
1956-57 
(53.21) (1.46) (10.1) (35.23) (100) 
143547 4394 29627 101034 278602 
19> ~->8 
(51.52) (1.58) (10.63) (36.26) (100) 
158010 4532 31094 106401 300037 
1958-59 
(52.66) 	 (1.51) (10.36) (35.46) (100) 
156420 	! 	4765 33206 112141 306532 
1959-60 
(51.03) (1.55) (10.83) (36.58) (100) 
166954 	5478 35961 120173 328566 
1960-61 
(50.81) (1.67) (10.94) (36.57) (100) 
167095 5794 39032 126478 338399 
1961-62 
(49.38) (1.71) (11.53) (37.38) (100) 
1962-63 	
163771 
(47.38) 
6481 41873 133520 345645 
(1.88) (12.11) (38.63) 100 
167602 6673 45834 143041 363150 
1963-64 
(46.15) (1.84) (12.62) (39.39) (100) 
183062 6769 49003 151910 390744 
1964-65 
(46.85) (1.73) (12.54) (38.88) (100) 
162848 7565 49458 157437 377308 
1965-66 
(43.16) (2) (13.11) (41.73) (100) 
160532 	7743 49848 163873 381996 
1966-67 
(42.02) 	 (2.03) (13.05) (42.9) (100) 
184404 7978 50041 171413 413836 
1967-68 
(44.56) (1.93) (12.09) (41.42) (100) 
1968-69 	
184112 
(43.38) 
8204 
(1.93) 
52812 179303 424431 
(12.44) (42.25) (100) 
Contd... 
195946 8609 58478 188158 451191 
1969-70 
(43.43) (1.91) (12.96) (41.7) (100) 
209843 8019 59852 195877 473591 
1970-71 
(44.31) (1.69) (12.64) (41.36) (100) 
205903 8231 61808 202287 478229 
1971-72 
(43.06) (1.72) (12.92) (42.3) (100) 
 195970 8717 64231 208337 477255 
1972-73
(41.06) (1.83) (13.46) (43.65) (100) 
209655 8827 67088 211935 497505 
197 3-74 
(42.14) (1.77) (13.48) (42.6) (100) 
206461 9265 69044 218883 503653 
1974-75 
 (40.99) (1.84) (13.71) (43.46) (100)  
233074 10388 70500 236111 550073 
1975-76 
(42.37) (1.89) (12.82) (42.92) (100) 
219606 10757 76682 249280 556325 
1976-77 
(39.47) (1.93) (13.78) (44.81) (100) 
241646 11094 81455 263216 597411 
1977-78 
(40.45) (1.86) (13.63) (44.06) (100) 
'47210 11395 91516 277487 627608 
1978-79 
(39.39) (1.82) (14.58) (44.21) (100) 
1979-80 	
215630 
(36.13) 
11517 
(1.93) 
88568 
(14.84) 
281081 
(47.1) 
596796 
(100) 
143421 12921 88740 296839 641921 
1980 81 
(37.92) (2.01) (13.82) (46.24) (100) 
254622 14687 95990 312733 678032 
1981-8'_ 
(37.55) (2.17) (14.16) (46.12) (100) 
253907 
1982.83 
(36.38) 
16433 99147 328374 697861 
(2.35) 14 21 ( . ) (47.05) (100)  
279605 16909 109291 346865 752670 
1983-84 
(37.15) (2.25) (14.52) 46.08) (100) 
284037 17107 113890 367450 782484 
1984-85 
(36.3) (2.19 (14.55) 46.96) (100) 
284930 18040 117520 394559 815049 
198 	86 
(34.96) (2.21) (14.42) (48.41) (100) 
283763 20249 123977 422227 850216 
1986 8 
(33.38) (2.38) (14.58) (49.66) (100) 
279257 21013 130920 449076 880266 
1987-88 
(31.72) (2.39) (14.87) (51.02) (100) 
322932 24411 142043 
480315 969701 
1988-89 
(33.3) (2.52) (14.65) (49.53) (100) 
326773 26266 154599 521541 1029179 
1989-90 
(31.75) (2.55) (15.02) (50.68) (100) 
339893 29014 161979 552686 1083572 
1990-91 
(31.37) 
1991-42 	333256 
(30.32) 
(2.68) 
29988 
(14.95) 
158094 
(51.01) 
577733 
(100) 
1099071 
(2.73) (14.38) (52.57) (100) 
Contd... 
57 
1992-93 355421 	30264 	I 	162979 609359 1158023 
(30.69) (2.61) (14.07) (52.62) (100) 
1993-94 367231 	30685 	I 	176982 648919 1223817 
(30.01) (2.51) 	I 	(14.46) (53.02) (100) 
1994 -95 384549 	33535 196133 687858 1302075 
(29.53) (2.58) 	I (15.06) (52.83) (100)  
1995-96 
381875 	35502 226458 753138 1396973 
(27.34) (2.54) (16.21) (53.91) (100) 
1996-97 
419759 35699 247975 804946 1508379 
(27.83) (2.37) (16.44) (53.36) (100) 
1997-98 409039 39201 248101 	876921 1573262 
(26) (2.49) (15.77) (55.74) (100) 
1998-99 
434892 40309 255872 947337 1678410 
(25.91) (2.4) (15.24) (56.44) (100) 
446515 41594 264113 1034304 1786526 
1999-00 
(24.99) 	(2.33) (14.78) (57.89) (100) 
445403 42589 284571 1091738 1864301 2000-01 
(23.89) (2.28) (15.26) (58.56) (100)  
2001-02 
473249 43335 291803 1164219 1972606 
(23.99) (2.2) (14.79) (59.02) (100) 
438966 47168 311685 1250467 2048286 
2002-03 
(21.43) (2.3) (15.22) (61.05) (100) 
182676 48626 332363 1359093 2222758 
2003-04 
(21.72) (2.19) (14.95) (61.14) (100) 
482910 52591 361115 1492152 2388768 
2004-0- 
(20.22) (2.2) (15.12) (62.47) (100)  
511114 55164 393842 1655981 2616101 2005-06 
(19.54) (2.11) (15.05) (63.3) (100) 
531315 	60038 440193 1839572 2871118 
2006-07 
(18.51) (2.09) (15.33) (64.07) (100) 
557122 	61999 476303 2034293 3129717 
2007-08 - 
(17.8) (1.98) (15.22) (65) (100) 
566045 64244 487739 2221347 3339375 
'_008 -09 
(16.95) (1.92) (14.61) (66.52) (100) 
662507 104225 719729 3021177 4507638 
2009 -10 
(14.69) (2.31) (15.96) (67.04) (100) 
709104 109422 774162 329370 4885959 
2010-11 
- _ 
2011-12 
(14.51) 
- 	728668 
(14.02) 
(2.23) (15.84) (67.42) (100) 
108468 	793468 
(2.08) (15.25) 
11, 	3571914 5202518 
(68.65) (100) 
Source: Reserve hank of India, 2011-12. Central Statistical Organisation, and National Income 
Statistic, 
CMIL Jul 2010 and Sep 2012. 
Note: Figures in Parentheses are Percentage. 
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Table 3.5 and Graph 3.5 show the share of different sub-sectors within 
services sector at current prices. The services sector is composed of five components. 
The share of electricity, gas & water supply improved from 0.67 percent in 1950-51 to 
2.47 percent in 1970-71, thereafter it declined to 231 percent in 1973-74, it improved 
from 5.19 percent in 1994-95 and it declined to 2.51 percent in 2008-09 to 2.41 
percent in 2011-12. The share of construction has been increasing from 7.21 percent 
in 1950-51 to 11.02 percent in 1969-70. Thereafter, it started declining and reached at 
the lowest level of 8.64 percent in 1974-75.Since then, it started increasing 
continuously and reached its highest level of 16.15 percent in 2005-06. and 13.81 
percent in 2008-091012.33 percent in 2011-12. The share of trade, hotels, transports, 
& communication has been 27.19 percent in 1950-St and reached at a minimum of 
25.59 percent in 1955-56. Thereafter, it started increasing and reached the highest 
level of 34.05 percent in 1974-75 and the lowest level 33.37 percent in I977-78, since 
then it has been increasing continuously and reached at 39.38 percent in 2008-09 to 
38.04 percent in 2011-12. 
The share of financing, insurance, real estate, and business services has been 
improving from 33.64 percent in 1950-51 to 36.22 percent in 1955-56. Thereafter, it 
started declining and reached at the lowest level of 29.07 percent in 1967-68 to 28.41 
percent in 1972-73. Thereafter it has been fluctuating and declined to 21.84 percent in 
2008-09 to 25.61 percent in 2011-12. Similarly, the share of community. social and 
personal services has been declining almost continuously since 1950-51 when it was 
31.27 percent and reached at its lowest level of 22.47 percent in 2008-09 to 21.53 in 
2011-12. 
From the analysis we can conclude that trade, hotels, transport, and 
communication is the only sub-sector of the services sector whose share has been 
continuously increasing from Rs. 939 crore, i.e. 27.19 percent, in 1950-51 to Rs. 
1246718 crore, i.e. 39.38 percent, in 2008-09 Rs 2072372 crore almost 38.04 percent 
in 2011-12. On the other hand, the share of financing, insurance, real estate & 
business services sub-sector and that of community, social and personal services sub-
sector have been declining significantly from 33.64 percent in 1950-51 to 21.84 
percent in 2008-09 and from 31.27 percent in 1950-51 to 22.47 percent in 2008-09 to 
21.53 percent in 2011-12 respectively. 
1D 
Table 3.5 
Sub sector of Services Sector at current Prices 
(Rs. Crore) 
Financing, 
Electricity, Trade, Hotels, 
Insurance, Community, 
Year 
(;as. & 
Construction Transport & 
Real Social, & Total 
\~ ater Communication 
Estate & Personal Services 
Supply business services 
services 
21 249 939 1162 1080 3454 1950-51 (0.67) (7.21) (27.19) (33.64) (31.27) (100) 
28 285 1017 1250 1126 3707 1951-52 
(0.76) (7.69) (27.43) (33.72) (30.37) (100) 
29 265 1024 1320 1163 3801 
1952-53 
(0.76) (6.97) (26.94) 34.73 (30.6) (100) 
31 266 1087 1424 1212 4020 
1953-54 (0.77) (6.62) (27.04) (35.42) (30.15) (100) 
35 295 1117 1526 1244 4217 
1954-i5 -  
(0.83) (7) (26.49) (36.16) (29.5) (100) 
40 368 1157 1638 1319 4522 
1955-56 
(0.88) (8.14) (25.59) (36.22) (29.17) (100) 
47 416 1337 1776 1386 4962 1956-57 (0.95) (8.38) (26.94) (35.79) (27.93) (100) 
58 382 1480 1903 1457 5279 
1957-58 
(I.I) (7.24) (28.04) (36.05) (27.6) (100) 
67 441 1618 2041 1548 5714 1958-59 (1.17) (7.72) (28.32) (35.72) (27.09) (100) 
80 491 1747 2190 1706 6214 
1959-60 
(1.29) (7.9) (28.11) (35.24) (27.45) (100) 
91 635 1926 2360 1928 6940 1960-61 (1.31) (9.15) (27.75) (34.01) (27.78) (100) 
103 666 2082 2411 2087 7349 
1961-62 
(1.4) (9.06) (28.33) (32.81) (28.4) (100) 
121 702 2279 2768 2270 8141 1962-63 
(1.49) (8.62) (27.99) (34) (27.88) (100) 
143 803 2550 2994 2518 9009 1963-64 
(1.59) (8.91) (28.31) (33.23) (27.95) (100) 
170 953 2992 3254 2854 10222 1964-65 (1.66) (9.32) (29.27) (31.83) (27.92) (100) 
192 1095 3245 3517 3174 11223 1965-66 (1.71) (9.76) (28.91) (31.34) (28.28) (100) 
241 1291 3772 3765 3552 12620 1966-67 (1.91) (10.23) (29.89) (29.83) (28.15) (100) 
279 1510 4311 4131 3977 14209 1967-68 (1.96) (10.63) (30.34) (29.07) (27.99) (100) 
Contd.. 
61 
332 1638 4590 4422 4285 15267 1968-69 
(2.17) (10.73) (30.06) (28.96) (28.07) (100)  
395 1828 4954 4744 4672 16593 
1 969 70 
(2.38) (11.02) (29.86) (28.59) (28.16) (100) 
448 1934 	I 5458 5169 5150 18159 1970-71 
(2.47) (10.65) (30.06) (28.47) (28.36) (100) 
489 2128 5919 5668 5718 19922 1971-72 
(2.45) (10.68) (29.71) (28.45) (28.7) (100) 
529  2319 6528 6203 6256 21836 197 	73 
(2.42) (10.62) (29.9) (28.41) (28.65) (100) 
1973-74 
570 2391 7814 6917 7036 24728 
(2.31) (9.67) (31.6) (27.97) (28.45) (100) 
1974-75 734 
2618 10319 7774 8858 30303 
(2.42) (8.64) (34.05) (25.65) (29.23) (100) 
898 3271 11701 8813 9971 34653 
1975-76 
(2.59) (9.44) (33.77) (25.43) (28.77) (100) 
1190 3871 12673 	9802 10960 38495 
1976-77 
(3.09) 10.06) (32.92) (25.46) (28.47) (100) 
1977-78 
1978-79 
1979-80 
1360 4496 14258 10693 11914 42721 
( 3.18) (10.52) (33.37) (25.03) (27.89) (100) 
46517 
(100) 
1624 
(3.49) 
4614 15635 11534 13110 
(9.92) (33.61) (24.8) (28.18) 
1877 4656 18042 12579 14679 51834 
(3.62) (8.98) (34.81) (24.27) (28.32) (100) 
2171 6059 21298 14010 17183 60721 
1980-81 
(3.58) (9.98) (35.08) (23.07) (28.3) (100) 
2521 6922 26125 16526 19524 71619 
1x)81-82 
(3.52) (9.67) (36.48) (23.07) (27.26) (100) 
2981 7848 29818 18952 22667 82266 
1982-83 
(3.62) (9.54) (36.25) (23.04) (27.55) (100) 
3521 9023 34636 21671 25813 94663 
198 	84 
(3.72) (9.53) (36.59) (22.89) (27.27) (100) 
4258 10586 39878 24932 29699 109353 
198) 85 
(3.89) (9.68) (36.47) (22.8) (27.16) (100) 
5143 12355 46567 28557 33591 126213 
1 985-86 
(4.07) (9.79) 
- 
(36.9) (22.63) (26.61) (100) 
1986-87 
5850 14216 52636 32743 38631 144076 
(4.06) (9.87) (36.53) (22.73) (26.81) (100) 
6566 16854 60107 37422 44776 165276 
1987-88 
_ (3.97) (10.2) (36.37) (22.64) (27.09) (100) 
7637 19651 70968 43481 51923 193661 1988-89 
(3.94) (10.15) (36.65) (22.45) (26.81) (100) 
9136 22805 83065 51238 59513 225757 
1989-90 
(4.05) (10.1) (36.79) (22.7) (26.36) (100) 
10979 27699 97313 59856 68604 264451 
1990-91 
(4.15) (10.47) (36.8) j 	(22.63) (25.94) (100) 
Contd.. 
62 
13442 31133 112119 73112 79721 309526 
1991-92 
(4.34) (10.06) (36.22) (23.62) (25.76) (100)  
16976 35521 132119 81072 92597 358285 
1992-93 
(4.74) (9.91) (36.88) (22.63) (25.84) (100)  
20011 39240 156202 97928 103946 417327 
1993-94 
(4.8) (9.4) (37.43) (23.47) (24.91) (100) 
25107 45093 186425 110673 116265 483563 
1994-95 
(5.19) (9.33) (38.55) (22.89) (24.04) (100)  
29252 53042 224259 133235 137357 577145 
1995-96 
(5.07) (9.19) (38.86) (23.09) (23.8) (100) 
31570 60382 264967 146991 163104 667014 
1996-97 
(4.73) . (9.05) (39.72) (22.04) (24.45) (100) 
37117 74999 303755 167381 189284 772536 
1997-98 
(4.8) (9.71) (39.32) (21.67) (24.5) (100) 
45928 88784 347864 195133 231351 909060 
1998-99 
(5.05) (9.77) (38.27) (21.47) (25.45) (100) 
44526 102007 387514 233550 266707 1034304 
1999-00 
(4.3) (9.86) (37.47) (22.58) (25.79) (100) 
46040 111999 428855 254772 287688 1129354 
2000-01 
(4.08) (9.92) (37.97) (22.56) (25.47) (100) 
47482 120865 476230 292862 310485 1247924 
2001-02 
(3.8) (9.69) (38.16) (23.47) (24.88) (100) 
54531 135172 525968 330685 334228 1380584 
2002-03 
(3.95) (9.79) (38.1) (23.95) (24.21) (100) 
56675 156806 604683 371452 363781 1553397 
2003-04 
(3.65) (10.09) (38.93) (23.91) (23.42) (100) 
59892 212807 706073 405081 403047 1786900 
2004-05 
(3.35) (11.91) (39.51) (22.67) (22.56) (100) 
2005-06 
65505 264173 809870 452469 450457 2042474 
(4.01) (16.15) (49.53) (22.15) (27.55) (100) 
70455 319180 947096 524019 508917 2369667 
2006-07 
(2.97) (13.47) (39.97) (22.11) (21.48) (100) 
76066 376266 1090708 594096 578598 2715734 
2007-08 
(2.8) (13.86) (40.16) (21.88) (21.31) (100) 
79478 437017 1246718 691221 711176 3165610 
2008-09 
(2.51) (13.81) (39.38) (21.84) (22.47) (100) 
112522 501290 1485476 962186 885315 3947689 
2009-10 
(2.85) (12.72) (37.62) (24.37) (22.44) (100) 
124038 585264 1755531 1170522 1020616 4655971 
2010-11 
(2.66) (12.57) (37.7) (25.14) (21.93) (100) 
136002. 670735 2072375 1395540 1173202 5447854 
2011-12 
(2.49) (12.33) (38.04) (25.61) 	(21.53) (100) 
Source: ReserNe bank of India, 21)11-12. Central Statistical organisation, and ivationai income 
Statistic. 
CMIE July 2010 and Sep 2012. 
Note: Figures in Parentheses are Percentage. 
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Graph 3.5 
Sub-Sector of Services Sector at Current Prices 
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Table 3.6 and Graph 3.6 show the share of different sub-sectors within 
services at constant prices. The share of services sector which includes electricity, gas 
& water supply, construction, trade, hotels transport & communication. financing, 
insurance, real estate& business services, community, social & personal services in 
GDP improved from Rs. 77040 crore, in 1950-51 to Rs. 577733 crore in 1991-92, and 
further increased to about Rs. 2221347 crone in 2008-09 and about 3571714 crone in 
2011-12. The share of electricity, gas, & water supply has been improving from 0.90 
percent in 1950-51 to 4.72 percent in 1994-95. 't hereafter it started decreasing and 
gone the lowest level of 2.97 percent in 2008-09 to 2.74 percent in 2011-12. The share 
of construction has been increasing from 12.89 percent in 1950-51 to 17.22 percent in 
1967-68. Thereafter; it started declining and reached at the lowest level of 13.36 
percent in 1974-75. After that it has been fluctuating and was 9.96 percent in 1996-97. 
Since then, it started increasing continuously, reached its highest level of 11.17 
percent in 2006-07, and declined to 10.92 percent in 2008-09 after that it increased to 
11.35 percent in 2011-12. The share of trade, hotels, transports and communication 
was 32.98 percent in 1950-51 and reached at a maximum of 36.39 percent in 1964-65. 
Thereafter, it started increasing and reached the highest Level of 38.32 percent in 
1978-79. However, it started declining again and declined to 35.29 percent in 1991-
92, but after that it started increasing continuously and reached at 43.03 percent in 
2007-08 and 42.97 percent in 2008-09 declined by 40.95 percent in 2011-12. The 
share of financing, insurance, real estate, and business services has been declining 
from 22.38 percent in 1950-51 to 16.49 percent in 1969-70. Thereafter, it starter 
increasing and reached at the highest level of 17.06 percent in 1973-74. Since then 
has been fluctuating and declined to 16.19 percent in 1980-81, further it starts 
improving and increased to 22.63 percent in 1997-98. Thereafter it has be 
decreasing and declined to 22.21 percent in 2008-09. It increased to 26.08 percent 
2011-12 Similarly, the share of community, social and personal services has be, 
declining almost continuously since 1950-51 when it was 30.86 percent and reach 
at its lowest level of 22.93 percent in 2008-09 and to the level of 18.88 percent 
2011-12. 
From this analysis, we can conclude that trade, hotels, transport, al 
communication is the only sub-sector of the services sector whose share has be 
continuously increasing from 32.98 percent in 195051 to 42.97 percent in 2008-09 
40.95 percent in 2011-I 2. 
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Table 3.6 
Sub sector of Services Sector at constant Prices 
(Rs. Crore) 
Financing, 
Electricity. Trade, Hotels, Insurance, 
Community, 
fear Gas, & Water Construction Transport & Real Estate & Social, & Personal Total Services 
Supply 
Communication business services 
services 
691 9931 25409 17238 23771 77040 
1950-51 
(0.9) (12.89) (32.98) (22.38) (30.86) (100) 
771 10610 26097 17635 24485 79598 
1951-52 
(0.97) (13.33) (32.79) (22.16) (30.76) (100) 
807 9841 26940 18374 24989 80951 
195'_-53 
(1 _ (12.16) (33.28) -  (22.7) 30.87) (100 
1953-54  870 10144 27943 18637 25763 83357 
(1.04) (12.17)_ (33.52) (22.36) (30.91) (100 
945 11399 29738 19318 26686 88088 1954-5 5 
(1.07) (12.94) (33.76) (21.93) (30.29) (100 - 
1050 13558 31907 20094 27512 94121 1955-56 
(1.12) (14.4) (33.9) (21.35) (29.23) (100) 
1146 15117 34262 20423 28567 99515 
1956-57 
(1.15) (15.19) (34.43) (20.52) (28.71) (100) 
1322 13268 35392 21194 29858 101034 
1957-58 
(1.31) (13.13) (35.03) (20.98) (29.55) (100) 
1490 14827 37206 21795 31083 106401 
1958-59 
(1.4) (13.94) (34.97) (0.48) (29.21) (100) 
1717 15844 39532 22628 32420 112141 
1959-60 
(1.53) (14.13) (35.25) (20.18) (28.91) (100) 
1857 18324 42885 23096 34012 120173 
1960-61 
(1.55) (15.25) (35.69) (19.22) (28.3) (100) 
2124 18968 45687 24089 35610 126478 
1961-62 
(1.68) (IS) (36.12) (19.05) (28.16) (100) 
2385 19674 48421 24900 38139 133520 
1962-63 
(1.79) (14.73) (36.26) (18.65) (28.56) (100) 
2819 22076 51833 25670 40642 143041 
1963-64 
(1.97) (15.43) (36.24) (17.95) (28.41) (100) 
3077 23850 55287 26374 43322 151910 
1964-65 
(2.03) (15.7) (36.39) (17.36) (28.52) (100) 
3400 25442 56385 27171 45039 157437 
1965-66 
(2.16) (16.16) (35.81) (17.26) 28.61) (100) 
3696 27533 57880 27648 47116 163873 
1966-67 
(2.26) (16.8) (35.32) (16.87) (28.75) (100) 
4105 29513 60424 28401 48970 171413 
1967-68 
(2.39) (17.22) (35.25) (16.57) (28.57) (100) r 
4634 30546 63185 29786 51152 179303 
68-69 
(2.58) (17.04) (35.24) (16.61) (28.53) (100) 
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Contd... 
1969 -70 
5050 31495 66613 31024 53976 188158 
(2.68) (16.74) (35.4) (16.49) (28.69) (100) 
1970 -71 
5364 31426 69816 32321 56950 195877 
(2.74) (16.04) (35.64) (16.5) (29.07) (100) 
1971 -72 
5800 31563 71445 33987 59493 202287 
(2.87) (15.6) (35.32) (16.8) (29.41) (100) 
1972 -73 
6068 32304 73226 35301 61439 208337 
(2.91) (15.51) (35.15) (16.94) (29.49) (100) 
197' -74 6204 30206 76297 36165 63063 211935 
(2.93) (14.25) (36) (17.06) (29.76) (100) 
1974 -75 6485. 29244 81054 36049 66051 218883 
(2.96) (13.36) (37.03) (16.47) (30.18) (100) 
1975 -76 
7423 33413 88357 38534 68384 236111 
(3.14) (14.15) (37.42) (16.32) (28.96) (100) 
1976-77 
8275 40394 92449 41590 70284 249280 
(3.32) (14.71) (37.09) (16.68) (28.19) (100) 
1977-78 
8670 39493 98356 43626 72171 263216 
(3.29) (15.35) (37.37) (16.57) (27.42) (100) 
1978-79 
9659 44658 106338 46708 75290 277487 
(3.48) (14.23) (38.32) (16.83) (27.13) (100) 
9778 37408 105939 47163 80793 281081 
1979-80 
(3.48) (13.31) (37.69) (16.78) (28.74) (100) 
10340 42339 111997 48067 84095 296839 
1980-81 
(3.48) (14.26) (37.73) (16.19) (28.33) (100) 
11320 44658 118888 51972 85895 312733 
1981-82 
(3.62) (14.28) (38.02) (16.62) (27.47) (100) 
12065 41522 125343 56926 92518 328374 
1982-83 
(3.67) (12.64) (38.17) (17.34) (28.17) (100) 
12899 43764 131718 62510 95974 346865 
1983 84 
(3.72) (12.62) (37.97) (18.02) (27.67 (100) 
14297 45279 138079 67182 102623 367450 
1984-85 
(3.89) (12.32) (37.58) (18.28) (27.93) (100) 
15431 47843 149032 73741 108512 394559 
1985-86 
(3.91) (12.13) (37.77) (18.69) (27.5) (100) 
17023 48986 158041 81510 116666 422227 1986-87 
(4.03) (11.6) (37.43) (19.3) (27.3) (100) 
18344 51795 166349 87487 125102 449076 
1987-88 
(4.08) (11.53) (37.04) (19.48) (27.86) (100) 
20123 55436 176066 96024 132666 480315 
1988-89 
(4.19) (11.54) (36.66) (19.99) (27.62 (100) 
22082 59336 189043 107962 143119 521541 
1989-90 
(4.23) ((1.38) (36.25) (20.7) (27.44) (100) 
23559 66330 198770 114670 149357 552686 1990-91 
(4.26) (12) (35.96) (20.75) (27.02) (100) 
25843 67696 203897 127079 153219 577733 
1991-92 
(4.47) (11.72) (35.29) (22) (26.52) (100) 
Contd... 
M 
27636 70053 	215271 	I 	133999 162400 609359 
1992-93 
(4.54) (11.5) (35.33) (21.99) (26.65) _OO)  
29710 	I 70452 	230141 148962 169654 648919 1993-94 
(4.58) (10.86) (35.47) (22.96) (26.14) (100) 
1994-95 32495 74243 	252876 154751 173493 687858 
(4.72) (10.79) (36.76) (22.5) (25.22) (100) 
34704 78683 	283232 167276 186244 750139 
1995-96 
(4.63) (10.49) (37.76) (22.3) 24.83) (100)  
36593 80158 	309328 177627 201241 804946 
1996-97 
(4.55) (9.96) (38.43) (22.07) (25) 100) 
39417 88553 	332580 198423 217948 876921 
1997-98 
(4.49) (10.1) (37.93) (22.63) (24.85) (100) 
42189 94109 	358014 213902 239123 947337 
1998-99 
(4.45) (9.93) (37.79) (22.58) (25.24) (100) 
44526 102007 	387515 233549 266707 1034304 
1999-00 
(4.3) (9.86) (37.47) (22.58) (25.79) (100) 
45439 108362 	415660 243048 279239 1091748 
2000-01 
(4.16) (9.93) (38.07) (22.26) (25.58) (100) 
46228 112692 	453847 260737 290715 1164219 
2001-02 
(3.97) (9.68) (38.98) (22.4) (24.97) 100) 
48423 121650 	496691 281550 302153 1250467 
2002-03 
(3.87) (9.73) (39.72) (22.52) (24.16) (100) 
2003-04 
50735 136224 	556370 297250 318514 1359093 
(3.73) (10.02) (40.94) (21.87) (23.44) (100) 
54745 158212 	615849 323080 340266 1492152 
2004-05 
(3.67) (10.6) (41.27) (21.65) (22.8) (100) 
57513 183868 	690399 359888 364313 1655981 2005-06 
(3.47) (11.1) (41.69) (21.73) (22) (100) 
60544 20SS43 	778896 409472 385118 1839573 
2006-07 
(3.29) (11.17) (42.34) (22.26) (20.94) (100) 
63730 226325 	875398 457584 411256 2034293 
2007-08 
(3.13) (11.13) 	(43.03) (22.49) (20.22) (100) 
65899 242577 	954589 493356 464926 2221347 
2008-09 
(2.97) (10.92) 	(42.97) (22.21) (20.93) ((00) 
2009-10 
88266 355718 	1197214 769883 610069 3021177 
(2.92) (11.77) (39.63) (25.48) (20.15) (100) 
90946 384199 	1330455 849995 637675 3293270 
2010-11 
(2.76) (11.66) (40.39) (25.83) (19.36) (100) 
98105 404617 	1462774 931715 674703 357(9(4 
2011-12 
(2.74) (11.35) 	(40.95) (26.08) (18.88) (100) 
Source: Reserve bank of India, 2011-12, Central Statistical Organisation, and National income 
Statistic. 
CMIE July 2010 and Sep 2012. 
Note: Figures in Parentheses are Percentage. 
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Table 3.7 and Graph 3.7 show the compound annual growth rate of 
Agriculture and Allied Activities; mining and quarrying; manufacturing; services; and 
total GDP at current prices in each decade from 1950-51 to 2011-12. The CAGR of 
agriculture, mining and quarrying, manufacturing, and services sectors has highest 
value of 12.29 percent, 19.46 percent, 14.52 percent and 15.85 percent, respectively, 
in 1980-81 to 1990-91 decade, but the lowest growth were 3.39 percent, 8.97 percent, 
8.28 percent and 7.23 percent, respectively, in 1950-51 to 1960-61 decade. 
But, during the period 1950-51 to 1990-91 i.e. before the implementation of 
new economic policy, mining and quarrying were recorded the maximum CAGR 
(13.92 percent) and after the implementation of new economic policy, the services 
sector has recorded the highest CAGR of 15.50 percent among the all sectors during 
the period 1990-91 to 2011-12. It is clear from the table that the CAGR of GDP was 
10.45 percent in first 40 years and 14.11 percent in later 22 years. 
Table 3.7 
Compound Annual Growth Rate at Current Prices 
(Percent) 
Year 
Agriculture 
& Allied 
Activities 
Mining & 
Quarrying 	'8)annfacbtring Services 
Total 
GDP 
1950-51 to 60-61 
	
3.39 	8.97 
9.88 	10.14 
828 7.23 5.52 
1960-61 to 70-71 10.04 1(1.10 	10.00 
1970-71 to 80.81 10.03 	17.47 13.79 12.83 	11.94 
1980-81 to 90-91 12.29 19.46 14.52 15.85 	14.54 
1990-91 to 00-01 11.54 12.74 1332 15.62 14.09 
2000-01 to 2011-12 11.00 15.54 12.92 15.38 14.12 
1950-51 to 90-91 8.85 13.92 11.63 11.46 10.45 
1990-91 to 2011.12 11.26 14.20 13.11 15.50 14.11 
1950-51 to 2011-12 9.67 14.02 12.14 12.83 11.70 
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Table 3.8 and Graph 3.8 show the CAGR of Agriculture and Allied Activities: 
mining and quarrying: manufacturing. services; and total GDP at constant prices. This 
table shows that the CAGR of agriculture, and mining and quarrying sectors were 
highest value of 3.39 percent and 8.43 percent respectively in 1980-81 to 1990-91 
decade. but manufacturing and services sectors were 9.77 percent and 11.38 percent 
respectively during the period 2000-01 to 2011-12. The minimum CAGR saw in 
table. 1.50 percent of agriculture and allied activities from 1970-71 to 1980-81 
decade. 3.88 percent of mining and quarrying from 1960-61 to 1970-71 decade, and 
4.02 percent and 4.24 percent of manufacturing and services sector. respectively. from 
1970-71 to 1980-81 decade. 
I lowever, during the period 1950-51 to 1990-91 i.e. before the implementation 
of new economic policy, mining and quarrying recorded the maximum CAGR (5.68 
percent) among the all sectors. After the implementation of new economic policy, the 
services sector has recorded the highest the CAGR of 9.29 percent among the all 
sectors during the period 1990-91 to 2011-12. 
r 
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Table 3.8 
Compound Annual Growth Rate at Constant Prices 
(Percent) 
Year 
Agriculture 
& Allied 
Activities 
Minim & 
Quarrying 
5.60 
Manufacturing Services tal  To l CDP 
1950-51 to 60-61 3.03 6.04 4.55 3.90 
1960-61 to 70-71 2.31 3.88 5.23 5.01 3.72 
1970-71 to 80-81 1.50 4.89 4.02 4.24 3.09 
1980-81 to 90-91 3.39 8.43 6.20 6.41 5.38 
1990-91 to 00-01 2.74 3.91 5.80 7.04 5.58 
2000-01 to 201 1-12 4.58 8.87 9.77 
5.37 
11.38 9.78 
1950-51 to 90-91 2.56 5.68 5.05 4.02 
1990-91 to 2011-12 3.70 6.48 7.86 9.29 7.76 
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Table 3.9 and Graph 3.9 shove. the compound annual growth rate of sub-sector 
of services sector at current prices. 
Almost all sub sectors of services sector have lowest compound annual growth 
rate i.e. of construction (9.81 percent). trade, hotels. transport and communication 
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(7.45 percent). finance, insurance, real estate and business services (7.34 percent), 
community, social and personal services (5.97 percent) in 1950-51 to 1960-61. 
Moreover, electricity, gas and water supply (10.48 percent) in 2000-01 to 2011-12 
decade. The maximum growth has in electricity. gas. and water supply 17.60 percent. 
trade, hotels, transport and communication 16.41 percent. and finance, insurance, real 
estate and business services 15.63 percent of 1980-81 to 1990-91 decade. Community, 
social and personal services has highest CAGR 15.41 percent in 1990-91 to 2000-01 
and construction 17.98 percent in 2000-01 to 2011-12 decade. 
Table 3.9 
Compound Annual Growth Rate of Sub-Sector of Service Sector at Current 
price 
Financing, Trade, Electricity, Insurance, Community, 
Gas, & Cons- Hotels, Real Social, & Total Year Transport Water truction Estate & Personal Services 
Supply &Com mu i cation business services -cation services 
1950-51 to 60-61 14.74 9.81 7.45 7.34 5.97 7.23 
1960-61 to 70-71 17.28 11.78 10.98 8.16 10.32 10.10 
1970-71 to 80-81 17.09 12.10 14.59 10.48 12.81 12.83 
1980-81 to 90-91 17.60 16.41 16.41 15.63 14.85 	, 15.85 
1990-91 to 00-01 15.41 14.99 15.99 15.59 15.41 15.62 
2000-01 to 2011-12 10.42 17.98 15.14 16.47 13.50 15.22 
1950-51 to 90-91 16.67 12.50 12.30 10.36 10.94 11.46 
1990-91 to 2011-12 12.73 16.39 15.68 16.18 14.48 15.50 
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Table 3.10 and Graph 3.10 show, the annual compound growth rate of sub-
sector of service sector at constant prices. 
Almost all sub sectors of services sector have the high compound annual 
growth rate. of construction (13.49 percent). trade, hotels, transport and 
communication (12.34 percent), finance, insurance, real estate, and business services 
(13.34 percent). and community. social and personal services (8.61 percent) in 2000-
01 to 2011-12. In addition. electricity, gas and water supply 11.19 percent from 1960-
61 to 1970-71 decade. The lowest growth is in electricity, gas and water supply (8.99 
percent) from 2000-01 to 2011-12 decade, construction (3.03 percent), trade, hotels, 
transport and communication (4.84 percent) from 1970-71 to 1980-81. Finance, 
insurance, real estate and business services have minimum CAGR (2.97 percent), 
community, social and personal services 3.65 percent from 1950-51 to 1960-61 
decade. 
Table 3.10 
Compound Annual Growth Rate of Sub-Sector of Service Sector at Constant 
Prices 
(Percent) 
Financing, 
Electricity, 
Trade, 	Insurance, 	Community, 
(,as, & 	Const- 
hotels, 
Real 	Social, & Total 
Year 
Water 	ruction 
Transport 	
Estate & 	Personal Services 
s.('Qmmuni  Supply 
business 	services 
-cation 
servicess 
5.37 	 2.97 	 3.65 1950-51 to 60-61 10.39 6.32 4.55 
1960-61 to 70-71 11.19 5.54 4.99 3.42 5.29 5.01 
1970-71 to 80-81 6.78 3.03 4.84 4.05 3.97 4.24 
1980-81 to 90-91 8.58 4.59 5.90 9.08 5.91 6.41 
1990-91 to 00-01 6.79 5.03 7.66 7.80 6.46 7.04 
2000-01 to 201 1-12 7.19 13.49 12.34 13.34 8.61 11.67 
1950-51 to 90-91 9.22 	4.86 5.28 4.85 4.70 5.05 
1990-91 to 2011-12 7.03 8.99 9.97 10.49 7.44 9.29 
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3.3 Factors behind Growth in Services Sector 
In the process of economic growth, Kaldor (1967) recommended that service 
sector that plays the role of engine of growth, as the potential for productivity growth 
is the highest in this sector. He, in fact, provided the theoretical rationale for the 
patterns of structural change that Kuznets (1955) had pragmatic in the case of the 
advanced countries during the process of their economic development (Dasgupta and 
Singh. 2006). 
1'he growth of the tertiary sector is vast. Kuznets (1966) suggested based on 
the historical experience of the developed countries that the tertiary sector expands in 
relative terms only when development grown-up with a considerable rise in per capita 
income in the process of rapid industrialization. In other words. after the secondary 
sector has already acquired dominance both in terms of value added and work force, 
i.e. the relative size of industry predominates that of the other sectors, the tertiary 
sector then acquires significance in value added and work force composition. This is 
because of the fact that after a considerable rise in per capita income originating from 
the commodity-producing sector the demand for services increases as the 
consumption demand for commodities is saturated. 'Though because of rise in 
productivity in the manufacturing sector prices decline thus stimulating the demand 
for manufacturing products, the greater income elasticity of demand for services 
results in a larger share of the tertiary sector than the others. 
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It is relatively easy to rationalize the shill in favour of the tertiary sector in the 
context of the developed countries because following the rapid progress in 
industrialization the demand for several services grows faster, which in turn reduces 
the share of the secondary sector in the total product of the economy. But in the case 
of the developing countries, the dominance of the tertiary sector before the secondary 
sector's relative size could outweigh that of other sectors did invite concerns at least in 
the past (Rao, 1954, 1986). Bhattacharya and Mitra (1990) argued that a wide 
disparity arising between the growth of income from services and commodity 
producing sector tends to result in inflation and/or higher imports leading to adverse 
balance of trade. this is particularly so if the tertiary sector value added expands 
because of rising income of those who are already employed and not due to income 
accruing to the new additions to the tertiary sector work force. In other words, if 
expansion in value added and employment generation both take place simultaneously 
within the tertiary sector, there will be a commensurate increase in demand for food 
and other essential goods produced in the manufacturing sector. However, if the 
expansion of the tertiary sector results only from the rise in income of those who are 
already employed in this sector, the additional income, as per Angel's law, would 
largely generate demand for luxury goods and other imported goods since the demand 
for food and other essential items has already been met (Bhattacharya and Mitra, 
1990). 
On the other hand, factors like increasing role of the government in 
implementing the objectives of growth, employment generation, poverty reduction, 
expansion of defense and public administration. The historical role of the urban 
middle class in wholesale trade and distribution and demonstration effects in 
developing countries creating demand patterns similar to those of high income 
countries have been highlighted to offer a rational for the expansion of the tertiary 
sector (Panchamukhi el al., 1986). As the elasticity of service consumption with 
respect to total consumption expenditure is higher than unity even in countries with 
very low per capita consumption (Sabolo, 1975), the rapid growth of the tertiary 
ector has been further rationalized in terns of a strong demand base existing in the 
conomy. Sub-sectors like transport, communication, and banking do contribute 
gnificantly to the overall economic growth, as they constitute the basic physical and 
nancial infrastruettre. Especially the role of information technology (IT) and 
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• ,ter 
business process outsourcing services (BPOS) in enhancing the economic growth is 
said to be significant (World Bank, 2004). 
The literature on growth in service sector primarily argues that when an 
economy grows. both demand side and supply side factors operate that lead to higher 
growth in the service sector as compared to other sectors and lead to a larger share of 
service sector in total employment. These factors are: 
A. Demand Side Factors 
a) High-income elasticity of demand for final product services. 
to Slower productivity growth in services that leads to higher employment 
potential. 
c) Structural changes within the manufacturing sector, which make contracting 
out services more efficient than producing them in the fine or household. 
B. Supply Side Factors: Trade Liberalization and Reforms 
a) Increased trade 
b) Higher foreign direct investments in services and 
c) Improved technology 
3.4 Demand Side Factors 
a) 	High-Income Elasticity of Demand for Final Product Services: 
High-income elasticity of demand lbr final product services implies that at any 
relative price of services the quantity absorbed rises more than the quantity of 
commodities as real income per capita increases. This explanation for increasing share 
of services in output and employment in the growth process has been tested by many 
studies. However, the results are ambiguous. The hypothesis that demands for 
services is income-elastic tended to find support in early empirical work in the 1980s 
but in the 1990s studies with better methodologies and better international data found 
results contrary to this. For example, Falvery and Gemmel) (1996) used disaggregated 
data set covering sixty countries in 1980 and re-estimated income elasticity of demand 
for services. They rejected the above hypothesis for overall services though confirmed 
it for different types of services. 
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b) 	Slower Productivity Growth in Services 
It argued that productivity growth in services is slower than that in 
manufacturing sector. Different explanations have been put forward for it. Following 
Verdoon's Law, Kaldor (1966) argued that there will be a negative relationship 
between labour productivity growth in the economy as a whole and the productivity 
growth in the non-manufacturing sector because most activity outside the 
manufacturing sector particularly land-based activities such as agriculture and many 
services activities are subject to diminishing returns. Further, the unbalanced growth 
models by Baumol (1967) helped in popularizing the notion that because of their 
labour-intensive nature, service-sector activities cannot be made more efficient 
through capital accumulation, innovation, or economies of scale. 
It has also been argued that in the creation of new ways of satisfying wants, 
technological changes are as important in services sectors (such as health care) as in 
commodity sectors, but when it comes to cost reduction for existing products or 
services, technological changes are more frequent and more powerful in its effects in 
the commodity sector. Therefore, productivity of service sector relative to 
productivity of commodity sector may vary inversely with income level of the 
country. In other words, between poor and rich countries the productivity differential 
in services is found to be lower than that in commodities. 
IIowever. more recently, two alternative arguments for lower productivity in 
services have been put forward. these are (a) greater investment has been done in 
new technology (especially IT) in services sector and this may take time to lead to 
productivity enhancement and (b) low productivity of services is a product of mis-
measurement of output in services since an increasing portion of output is not 
captured in the basic statistics. A key problem in measuring productivity relates to 
obtaining a suitable measure of output of services over time. The problems pointed 
out in the literature that leads to mis-measurement of productivity in services are: 
i) Market prices are not available for publicity provided services. 
ii) It is difficult to identify exactly what constitutes the services activity in a 
particular industry and to account correctly for the quality changes in services 
and this is further complicated due to inappropriate deflators that are not able 
to distinguish quality improvements. 
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iii) The 'quantity of services is difficult to capture. as it often represents a 
process by which a user (consumer) or the users good is changed (Hill 1977). 
iv) Compared to goods many services are characterized by a greater degree of 
heterogeneity (even uniqueness) so it is difficult to aggregate them. 
v) Poor qualities of data on services further complicate the problems. 
c) 	Structural Changes 
Along with the notion of services being, generally unprogressive there are 
arguments about structural changes that take place with growth in the economy. 
Greenfield (1966) and Francois (1990) argue that demand for producer services in 
total intermediate demand by manufacturing firms grow with development because 
higher specialization is now more profitable. This expansion is linked to growth in 
more roundabout process of production and the associated conversion of local 
markets into national markets. With technological progress and development, services 
also become more crucial to co-ordinate production processes; to Create and absorb 
innovations and to increase the benefit-extracting capacity in production and 
consumption. All these lead to higher use of services in the growth process. 
Alternatively, Bhagwati (1984) in his seminal work has put forward different 
ways in which technical and structural changes define a continuous process during 
which services splinter-off-goods and goods-splinter-off services. The reason for 
expecting these services to be technically progressive is the fact that these services 
arise due to specialization, which reflects economics of scale. However, in case the 
goods that splinter-off from services, for example records being produced, the musical 
services left behind are un-progressive and technically stagnant. 
3.5 Supply Side Factors: Trade Liberalization and Reforms 
Along with demand side factors, there are also some supply side factors that 
lead to higher use of services as growth takes place in an economy. Three supply side 
factors that lead to higher supply of services are (i) increased trade, (ii) higher FDI 
and (iii) improved technology. However, there are two distinguishing features of trade 
liberalization of services: a) `imports' of services must be locally produced and b) 
liberalization of services leads to enhanced competition, which is both domestic and 
foreign. Greater foreign factor and increased competition together imply a large scale 
of activity, and hence greater scope for generating the special-growth enhancing 
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effects. In fact, if foreign participation merely substitutes for domestic factors and the 
sector does not expand, i.e., the degree of competition remains the same, then there 
cannot be a positive growth impact on account of scale effect. On the other hand, even 
without scale effects and even if service sector does not possess endogenous growth 
attributes, import of foreign factors that characterize service sector liberalization can 
still have positive effects because they are likely to bring with them the source of 
endogenous growth, namely, technology. 
With respect to the Indian economy, two studies empirically estimate the 
reasons for growth of India's service sector. These are by Gordon and Gupta (2004), 
Banga, and Goldar (2004). Gordon and Gupta show that on the demand side high 
growth of services output in the I990s was mostly due to factors such as increasing 
input usage of services by other sectors, i.e, higher domestic demand, higher foreign 
demand for services and higher income elasticity for final demand for services. They 
measure the increasing usage of services in other sectors through changes in the input-
output coefficients. The matrices for different years show that the use of services 
sector input to industry increased by about 40 percent between 1979-80 to1993-94. 
But the role of elastic final demand for services was found to be difficult to measure 
since it is difficult to split the growth in private final consumption expenditure into 
expenditure on goods and that on services. Nonetheless, they use a rough estimate and 
conclude that there is a sharp growth in the final demand services in the 1990s. 
Alternatively. Banga and Goldar (2004) have estimated the increased usage of 
services by manufacturing sector f'or 1980s and 1990s. they use panel data for 148 
three-digit level industries for 18 years, 1980-81 to 1997-98, and estimate the 
production function, which has services used by the industry as one of the inputs. The 
results of the analysis bring out that the growing use of services has a significant 
favorable effect on growth of output in Indian manufacturing in the 1990s. The 
coefficient of services is found to be positive and statistically significant. The 
contribution of service input to output growth in manufacturing was about one percent 
in the 1980', and it increased to about 25 percent in the 1990s. 
Apart from growing demand for producer services, another important reason 
for growth of service sector, as highlighted by these studies, is the impact of trade 
liberalization and reforms on growth of services. Gordon and Gupta (2004) use panel 
data regression for trade, hotels, rail transport, and transport by other means, storage, 
communications, insurance, and other services for the period 1970-2000. Using 
secler-specific liberalization dummies, they find that sectors that were open for FIJI, 
external trade, or private ownership, etc. were the ones that experienced faster growth. 
Alternatively, Banga and Goldar (2004) use multiple regression analysis and show 
that trade reforms carried out in the 1990s explains largely the rapid growth of use of 
services in manufacturing. Lower tariff (adjusted for changes in real effective 
exchange rate) and lower non-tariff barriers (in terms of import coverage ratio) were 
found to have led to an increase in the usage of services in manufacturing sector. The 
process appears to have been aided by other reforms undertaken in this decade. Thus, 
the studies show that growth of India's services sector can be attributed for 
i) Structural Changes that have led to increase in usage of services by other 
sectors: 
ii) Lower tariff and non-(arils barriers to trade; and 
iii) Other reforms. 
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CHAPTER -4 
Employment Growth in 
Service Sector 
EMPLOYMENT GROWTH IN SERVICE SECTOR 
4.1 introduction: 
Indian economy is passing through a phase of jobless growth. National output 
has accelerated much to the front of employment astringent the employment 
generating effect of output during the 1990s as compared to the past. Similar to the 
economy - wide trend, the Indian manufacturing has also exhibited a declining trend 
in employment growth rate and elasticity. The decelerating trend in employment 
generation has led to a general concern in India about the impact of economic reforms 
on employment. 
Though the growth of service sector in India is in line with the global trends, 
there are two unique characteristics of India's service sector growth. First, the entire 
decline in the share of agriculture sector in GDP, i.e.. from 32 percent in 1990 to 15.7 
percent in 2009-10, has been picked up by the services sector while manufacturing 
sector's share has remained more or iess the same. In general, such a trend is mainly 
experienced by high - income countries and not by developing countries. 
In spite of the rising share of services in GDP and trade, there has not been a 
corresponding rise in the share of services in total employment. This jobless growth of 
India's service sector, with no corresponding growth in the share of manufacturing 
sector, has raised doubts about its sustainability in the long run (Marwaha et. al, 
2010). 
The size of employment in any country depends largely on the level of 
development. Therefore, when a country makes progress and its production expand, 
the employment opportunities grow. In India, during the past three decades the 
production has expanded in all the sectors of the economy. In response to these 
developments the absolute level of employment has also grown. 
Employment in services has not been in proportion to their rising share in 
GDP and trade in India. unlike it_ the rest of the world. In 2010-11, services 
contributed around 26.4 percent of employment in India. 
4.2 Employment trends: 
The upward trend in employment has been continuously observed since July 
2009. During the quarter July to September 2010, the overall employment has been 
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estimated to increase by 4.35 lakh. A comparison of the results of last four quarterly 
surveys. i.e. September 2010 over September 2009, indicated that overall 
employment has increased by 12.96 lakh, with the highest increase of 9.36 lakh in IT/ 
business process outsourcing (13PO). And followed by 0.79 lakh in textiles, 0.99 lakh 
in metals. 1.15 lakh in automobiles, and 0.39 lakh in gems and jewellery (Govt. of 
India. 2011). 
Employment generation has been a major objective of planning in India. The 
employment problem has two aspects: firstly, that a number of people are without 
work and: secondly, a much larger number are underemployed. The test of generating 
employment opportunities is two-fold: (a) providing avenues of work for the existing 
unemployed; and (b) absorbing the natural increase in the labour force through 
creation of employment generating prospects. The unemployment rate in India was 
last reported at 9.4 percent in 2009-10. From 1983 until 2000. India's Unemployment 
Rate averaged 7.20 percent reaching a historical high of 8.30 percent in December 
1983 and a record low of 5.99 percent in December 1994. 
The sectoral distribution of workforce in India during the period 1983 to 2010 
reveals that the structural changes in terms of employment have been slow in India as 
the primary sector continued to absorb 52 percent of the total workforce even in 2010. 
followed by tertiary and industrial sectors (34 percent and 14 percent), respectively. 
The growth rate of services sector employment is highest in finance. 
insurance, and business services. lbllo«ed by trade, hotels and restaurants, transport 
etc. The community social and personal services occupy the last rank in growth rates 
ol'emplovment (Joshi. 2008). 
Further. there was a sharp drop in labour absorptive capacity of growth in the 
economy (employment elasticity of growth) from 0.40 to 0.15 during post -reform 
period (1993-94 to 1999-2000) initially, reflecting the phenomenon of jobless growth. 
However, during 1999-2000 to 2004-05 period the employment elasticity of growth 
registered an increase from 0.15 to 0.51.With the exception of one sub-sector of 
tertiary sector. i.e., transport. storage. communication all other sub-sectors of services 
sector exhibited an increasing trend in employment elasticties and thereby overall 
elasticity of employment increased from 0.15 to 0.51 (Mitra, 2008). 
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The sectors with prospects for high growth in output, creation of new 
establishments, and creation of new employment opportunities (direct as well as 
indirect) are Services: IT- enabled services, telecom services, tourism, transport 
services, health care, real estate and ownership of dwellings, education and training, 
insurance, retail services. and media and entertainment services. 
4.3 Growth of Employment 
Growth in the share of service sector in GDP is often followed by a 
corresponding growth in the share of services sector in total employment in the 
economy. However, in India we find that though there has been a unusual growth in 
the services sector, this growth has not been followed by a corresponding high growth 
in employment in the 1990s. Moreover, this rise in the share of services in 
employment has been much slower than the decline in the share of agriculture and 
manufacturing in total employment. This shows that while output generation has 
shifted to services, employment generation in services has lagged far behind. 
One reason why some observers are unimpressed by the growth of the service 
sector is the presumption that modem services do not make significant use of 
unskilled and semi-skilled labour, the factor of production that India has in 
abundance. They downplay information technology and communications-related 
services sector employment because these activities are small and use little unskilled 
labour, the implication being that a labour-abundant economy cannot rely on them to 
move people out of low-productivity agriculture (Eichengrecn, Gupta 2010). 
The central Government provided employment to 33.50 lakh people in 1987, 
but after 1992, employment has decreased continuously and recorded minimum 
employment, i.e. 27.39 lakh people in 2008 to 26.60 lakh people in 2009. In 2010 and 
2011 i.e 25.52, and 24.63 lakh people. The employment scenario of state governments 
show increasing trend from 1987 to 2000 and employment reached at 74.60 lakh. As 
compared to 66.66 lakh people who were employed by the state governments in 1987, 
after 2000 it declined to 71.71 lakh person employed in 2008. It increased as 72.38 
lakh person employed in 2009. It declined in 72.18 lakh in persons in 2011. Quasi 
government employed also declined to 57.96 lakh people in 2008 to 58.14 lakh 
employed in 2011.Local- bodies provided 19.68 lakh persons employed in 2008 and 
20.73 lakh persons in 2009 to 20.89 lakh persons work in 2010 and 20.53 lakh people 
in 2011. Central Govt. shows maximum negative growth in employment followed by 
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Quasi Govt.. Local Bodies, and State Govt. -I he same trend continued in 2011 also, in 
which the Central Govt. recorded a negative growth of 2.2 percent followed by Quasi 
Govt. with a negative growth of 1.1 percent. The Local Bodies and State Govt. were 
also subjected to a negative growth of 7.7 percent and 0.5 percent, respectively. 
As the size of population increases, the percentage share of labour force 
engaged in services sector also increase because population pressures compel the 
surplus labour to shift to relatively labour- intensive and low productivity services 
activities like trade, transport and a wide field of personal services (Mitra, 1992). 
11 enabled services alone created II million jobs and generated revenue of US 
$ 17 billion in 200R. When the IT sector, telecom sector, the retail trade sector, the 
automobile sector, etc. grow and expand, in turn these directly create demand for 
skilled labour. However, the later would in turn employ more and more of drivers, car 
cleaners, domestic help, security personnel, and a host of other low skill workers. 
Such employment generation, which would help in poverty alleviation, will follow the 
growth of sectors employing high skill workers in the first place (loshi, 2008). 
Table 4.1 shows estimates of observed employment elasticity, for the period 
1983 through 2004-05. and the projections of employment elasticity, industry wise, 
for the period 2006-07 to 2016-17. At the micro level, the real wages can increase, if 
there is a rise in productivity of labour. A rise in productivity of labour implies a 
reduction in employment elasticity. Such a trend can be seen in most of the industries 
between the two periods 1983 to 1993-94 and 1993-94 to 2004-05. In making 
projections of elasticity, at the level of specific industries, increase in labour 
productivity has been assumed all through the ten-year perspective period (2006-07 to 
2016-17). Accordingly. in making the projections of employment, no increase in the 
number of agricultural employment has been projected for the 11d Plan period, in 
other words zero employment elasticity. The reduction in the number of agricultural 
workers in post-eleventh Plan period implies negative employment elasticity during 
2012-2017. '[he projected employment elasticity, the highest elasticity for the period 
from 2006-07 to 2016-17 is that of finance, real estate, insurance and business 
services followed by construction, trade, hotels & restaurants, transport, storage and 
communication & manufacturing. This trend shows that the Indian economy is on the 
path of development and has started behaving like that of a developed economy. 
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Table 4.1 
Employment Elasticity by Current Daily Status (CDS-1983 to 2004-05 Estimated & 
Projected 2006-07 to 2017) 
1983 to 	1993-94 to 	1999-00 to 	1993-94 to  2006-07 to 2011-12 to 
Year 	1993-94 	1999-00 	2004-05 	2004-05 2011-12 2016-17 
Observed 	 Projected 
Agriculture 0.63 0.00 	0.41 0.15 	0.00 -0.10 
Mining & 0.68 -0.22 0.31 0.00 	0.00 0.00 
Quarry im_ 
Manufacturing 0.50 0.40 0.60 0.49 0.41 0.35 
Electricity, Gas 0.53 -0.29 0.71 0.04 0.04 0.04 
I & Water supply 
Construction 1.25 0.74 0.84 0.79 0.67 0.55 
Trade. Hotels 0.76 0.70 0.63 0.67 0.58 0.44 
&Restaurant 
Transport, 0.61 0.60 0.42 0.50 0.50 0.39 
Storage & 
Communication 
Finance. Real 0.64 0.66 1.63 1.06 0.69 0.61 
Estate. 
Insurance & 
Business 
Services 
Community, 0.69 -0.13 0.54 0.11 0.31 0.26 
Social & 
Personal 
Services 
Total 	 0.51 	0.19 0.43 0.30 0.30 0.25 
Source: Technical Note on employment for the 11'x  Five Year Plan (2007-12). Planning 
Commission. Government of India. New Delhi. 
Employment in the public sector by industry is given in Table 4.2 and Graph 
4.1. It shows clearly that employment in public sector by agriculture & hunting etc. 
has increased sluggishly from 1.80 lakh persons in 1961 to 5.73 lakh persons in 1992 
and after this period it has slowly declined from 5.73 lakh persons in 1992 to 4.71 
lakh persons in 2008 4.77 in 2011. The share of employment in the public sector by 
mining and quarrying has also increased from 1.29 lakh persons in 1961 to 10.16 lakh 
persons in 1995. while after this time it has declined from 9.93 lakh persons in 1996 
to 8.47 lakh persons in 2003. However, since then it started increasing to 11.21 lakh 
persons in the year of 2008 and decreased in 2011 i.e. 10.90 lakh employed. The 
share of employment in public sector by manufacturing has increased from 3.69 lakh 
persons in 1961 to 18.70 lakh persons in 1990. But after 1992 it has declined from 
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18.16 lakh persons in 1992 to 11.30 lakh persons in 2005, after this period it started 
declining and, came down to 10.44 lakh persons in 2008 to 10.66 lakh persons in 
2011. The part of employment in public sector by services has been vastly increasing 
from 63.72 lakh persons in 1961 to 164.05 lakh persons in 1999, though after this it 
started declining and came down to 146.84 lakh persons in 2008 slightly increased in 
2011 i.e.146.88 lakh employed . 
Table 4.2 
Employment in the Public Sector by Industry 
(Lakh person as on 31'' march) 
Year 	Agriculture, 
hunting etc. 
Mining & 
Quarrying 
Manufacturing 
3.79 
Services 
63.72 
Total 
Employment 
70.50 1961 1.80 1.29 
1962 1.74 1.45 4.21 66.77 74.17 
1963 1.82 1.60 5.09 71.02 79.53 
1964 
	
2.03 	 1.57 
2.09 	 1.61 
5.81 75.13 84.54 
1965 6.35 79.52 89.57 
1966 2.27 i 	1.60 6.70 83.22 93.79 
1967 2.32 1.76 6.95 85.31 96.34 
1968 	2.46 1.74 7.31 86.51 98.02 
1969 2.61 1.74 7.57 89.03 100.95 
1970 2.64 1.77 7.82 91.51 103.74 
1971 2.76 1.82 8.06 94.67 107.31 
1972 2.89 2.56 8.85 98.75 113.05 
1973 3.01 4.36 	 9.62 102.72 119.71 
1974 3.18 6.06 10.27 105.29 124.80 
1975 3.34 6.94 10.19 108.15 128.62 
1976 3.59 7.19 11.13 111.31 133.22 
1977 3.66 7.57 12.26 114.17 137.66 
1978 3.87 7.58 13.55 117.00 142.00 
1979 4.08 7.71 14.16 120.81 146.76 
1980 4.31 7.97 14.46 124.04 150.78 
1981 4.63 8.18 15.02 127.01 154.84 
1982 4.57 8.32 15.92 130.65 159.46 
1983 4.76 8.84 16.34 134.63 164.57 
1984 4.80 9.27 17.17 137.36 168.69 
1985 4.98 9.74 17.61 140.37 172.70 
87 	 Contd... 
1986 
1987 
	
5.26 	 946 
5.57 	 9.42 
18.15 
18.62 
143.77 	176.84 
146.63 	180.24 
1988 5.54 	 9.56 18.67 149.43 183.20 
1989 5.55 9.56 18.63 150.73 184.47 
1990 5.49 9.66 18.70 153.77 187.62 
1991 5.56 999 18.52 156.51 190.58 
1992 5.73 9.87 18.61 157.89 192.10 
1993 5.62 9.97 18.51 159.16 193.26 
1994 5.45 10.15 17.84 161.01 194.45 
1995 5.39 10.16 17.56 161.55 194.66 
1996 5.40 9.93 17.38 	161.58 194.29 
1997 5.33 I 	9.78 16.61 163.87 195.59 
1998 530 9.73 16.16 163.35 194.18 
1999 5.15 9.26 15.69 164.05 	194.15 
2000 5.14 9.24 15.31 163.45 	193.14 
2001 5.02 8.75 14.30 163.31 19138 
2002  8.61 13.50 160.79 187.73 
2003 5.06 8.47 12.60 159.67 185.80 
2004__H44.93 10.30 1 1.89 154.84 181.97 
2005 	4.96 10.14 11,30 153.67 180.07 
L2006 4.69 	11.46 10,92 151.66 178.73 
2007 4.75 	11.37 10.87 149.89 176.88 
2008 4.71 11.21 10.44 146.48 172.84 
2009 4.77 11.12 10.60 148.26 174.75 
2010 4.78 11.03 10.66 148.58 175.05 
2011 4.77 10.90 10.66 	i 	146.88  172.71 
Source : Economic Survey, various year. 
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Fable 4.3 and Graph 4.2 show the employment in the private sector by 
industr\ . The share of employment in agriculture, hunting etc. has been increasing 
from 6.7 lakh persons in 1961 to 9.0 lakh persons in 1966. But since then it started 
declining from 8.05 lakh persons in 1974. "Thereafter it increased to 8.60 lakh persons 
in 1981). It has been steadily declining during the period 1981 to1985. It was 8.58 lakh 
persons in 1981, and declined to 8.07 lakh persons in 1985. Since then it shows a 
continuously increasing trend and reached upto 10.28 lakh persons in 2006. but after 
this period it has been declining to 9.92 lakh persons in 2008 to 9.18 lakh persons in 
2011. The share of employment in mining and quarrying has been almost up and 
down from 5.5 lakh persons in 1961 to 5.1 lakh persons in 1966. And after this period, 
it has been declining from 4.8 lakh persons in 1967 to 0.99 lakh persons in 1990. 
thereafter it increased to 1.07 lakh persons in 1996. but declined to 1.11 lakh persons 
in 2008 increased in 2011 i.e.1.32 lakh persons. The share of' employment in 
manufacturing has increased from 30.2 lakh persons in 1961 to 46.56 lakh persons in 
1983. However. thereafter it has declined from 44.73 lakh persons in 1984 to 43.83 
lakh persons in 1989 and after that, it increased to 52.33 lakh persons in 1998. but 
again it declined to 49.70 lakh persons in 2008 to 53.97 lakh persons in 2011. The 
share of' employment in services sector has been increasing during the period and 
increased from 8.00 lakh persons in 1981 to 37.65 lakh persons in 2008 to 49.75 lakh 
emplo\ ed in 2011. 
Table 4.3 
Employment in private sector by industry 
(lakh persons as on 31'` march) 
. griculture, 	Mining & 	Manufacturing 	Services 
Year 	hunting etc 	Quarrying 
1961 6.7 5.5 	 30.2 	8 
Total 
Employment 
50.4 
1962 7.4 4.8 30.5 8.9 51.6 
1963 7.4 5.2 32.7 9.2 54.5 
1964 	9 5 34.2 9.6 57.8 
1965 8.9 
1966 	9 
4.9 36.1 10.5 60.4 
5.1 38.6 15.4 68.1 
1967 	8.7 	 4.8 37.5 15.8 66.8 
1968 	8.5 4.3 37.1 15.4 65.3 
1969 	 8.1 4.2 37.8 15.2 65.3 
1970 	8.2 4.3 39 15.4 67 
1971 7.98 4.04 39.55 15.85 67.42 
Contd.. 
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1972 WI  3.49 39.82 16.27 67.69 
1973 8.06 2.51 41.04 16.88 68.49 
1974 8.05 1.34 41.79 16.76 67.94 
1975 8.18 1.23 41.11 17.54 68.06 
1976 827 1.32 41.58 17.28 68.44 
1977 8.38 1.3 41.65 17.34 68.67 
1978 8.53 1.27 43.21 16.42 70.43 
1979 841 1.24 44.33 18.1 72.08 
1980 8.6 125 44.17 1825 7227 
1981 8.58 1.3 45.45 18.62 73.95 
1982 	8.51 1.29 46.61 19.16 75.57 
1983 8.47 1.2 46.56 19.29 75.52 
1984 8.19 1.13 44.73 19.41 73.46 
1985 8.07 LP3 44.21 1968. 73.09 
1986 8.22 1.11 44.48 19.93 73.74 
1987 8.48 0.91 44.1 20.15 73.64 
1988 8.44 0.93 43.95 20.6 73.92 
1989 8.68 11.96 43.83 21.06 74.53 
1990 8.76 0.99 44.57 
44.81 
21.5 75.82 
1991 891 1.00 22.05 76.77 
1992 9.12 1.07 45.66 22.61 78.46 
1993 9.16 0.96 45.45 22.94 78.51 
1994 8.83 1.01 46.3 23.16 79.3 
1995 8.94 1.03 47.06 23.56 80.59 
1996 9.19 1.07 50.49 24.37 85.12 
1997 9.12 0.92 52.39 24.43 86.86 
1998 9.04 0.91 52.33 25.2 87.48 
1999 8.71 0.87 51.78 25.62 86.98 
2000 9.04 0.81 50.85 25.76 86.46 
2001 9.31  0.79 511.13 26.47 86.52 
2002 f 	855 0.68 48.67 26.42 84.32 
2003 8,95 0.66 47.44 27.16 
27.75 
84,21 
2004 9.17 0.65 44.89 82.46 
2005 9.83 11.79 44.89 29.01 84.52 
2006 10.28 0.95 45.49 30.99 87.71 
2007 9.5 1.00 47.5 34.4 92.4 
2008 9.92 1.11 49.7 37.65 98.38 
2009 8.96 1.15 51.98 40.82 10291 
2010 9.23 .61 5].84 45.19 107.81 
2011 9. 18 1.32 53.97 49.75 114.22 
c^n,•ra 	aonomic Survey, various year 
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Table 4.4 and Graph 4.3 show the employment in both (public and private) 
sectors by industry. "l'he share of employment in agriculture and hunting etc. has 
been increasing steadily during the period 1981 to 2008. But it has declined in 2009, 
2010. It increased From 8.5 lakh persons in 1961 to 11.25 lakh persons in 1966, and 
after this period it came down to 11.02 lakh persons in 1967 to 10.71 lakh persons in 
1969. It increased from 10.74 lakh persons in 1970 to 14.97 lakh persons in 2006, 
but again it declined to 14.63 lakh persons in 2008 to decline further in 2009 i.e. 
13.73 lakh persons increased 14.01 lakh in 2010 and 13.95 lakh in 2011 . The share 
of emplo\ ment in mining and quarrying has been declined from 6.79 lakh persons in 
1961 to 5.82 lakh persons in 1971. But it increased from 6.05 lakh persons in 1972 
to 11.19 lakh persons in 1995. then it started declining and came down to 9.13 lakh 
person in 200 3.Thereafter that it increased to 12.32 lakh persons in 2008 and 12.27 
lakh in 2009. 12.64 lakh in 2010 and 12.22 lakh in 2011. Employment in 
manufacturing has been increasing from 33.89 lakh persons in 1961 to 69 lakh 
persons in 1997 then it started declining and to 56.19 in 2005, since then it increased 
to 60.14 Iakh persons in 2008 and increased to 62.52 lakh in 2009 to 62.50 lakh in 
2010. and further increased to 64.37 lakh in 2011. The share of employment in 
public and private sector by services has been rapidly increasing from 71.72 lakh 
persons in 1961 to 188.30 lakh persons in 1996. and 189.21 lakh persons in 2000. 
But after this it started decline and reached to 182.68 lakh persons in 2005. but it 
increased to 184.13 in 2008 to 189.08 lakh in 2009 and 193.77 lakh in 2010. It 
almost increased to 196.33 lakh in 2011. 
Table 4.4 
Employment in the public & private sector by industry 
(lakh person as on 13st march) 
Agriculture, 	Mining & 
Year 	hunting etc 	Quarrying 
Manufacturing 	Services Total 
Employment 
1961 	8.50 6.79 33.89 71.72 120.90 
1962 	j 	9.14 6.25 34.71 75.67 125.77 
1963 	9.22 6.80 37.79 80.22 134.03 
1964 11.03 6.57 37.01 87.73 142.34 
1965 10.99 6.51 42.45 90.02 149.97 
1966 11.25 6.70 42.20 99.74 161.89 
1967 	11.02 6.56 44.45 101.11 163.14 
1968 	10.96 6.04 44.41 101.81 163.22 
1969 	10.71 5.94 45.37 104.23 166.25 
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1970 	1 	10.74 6.07 	 46.82 	106.91 170.74 
1971 	10.75 5.82 	47.63 110.52 
115.02 
174.51 
180.74 1972 	; 	11.00 6.05 	 48.67 
1973 11.07 6.87 	 50.66 119.60 188.20 
1974 11.23 7.40 	 52.06 122.05 192.74 
1975 11.52 8.17 	! 	51.30 125.69 196.68 
1976 11.89 8.51 52.71 128.59 201.17 
1977 12.04 8.87 53.91 131.51 206.33 
1978 	12.40 8.85 56.76 134.42 212.43 
1979 	12.49 8.95 58.49 138.91 218.84 
1980 12.91 9.22 58.63 142.29 223.05 
1981 13.21 	 9.48 	 60.47 145.63 228.79 
235.03 
240.09 
1982 	13.08 	 9.61 	 62.53 149.81 
983 	13.23 	 10.04 	 62.90 	153.92 
1984 	13.08 10.40 61.90 156.77 242.15 
1985 13.05 10.87 61.82 160.05 245.79 
1986 	13.48 10.77 62.63 163.70 250.58 
1987 	14.05 10.33 62.72 166.78 253.88 
1988 	13.98 10.49 	 62.62 170.03 257.12 
1989 	14.2 3 10.52 62.46 171.79 259.00 
1990 	14.25 10.65 63.27 175.27 263.44 
1991 	14.47 10.99 63.33 176.56 265.35 
1992 	14.85 10.94 64.27 180.50 270.56 
199 3 	14.78 	 10.93 63.96 182.10 271.77 
199.1 	14.28 	 11.16 64.14 184.17 273.75 
11.33 
1996 	14.59 
11.19 64.62 
67.87 
185.11 
185.92 
275.25 
279.41 11.00 
1997 	14.45 10.70 69.00 188.30 282.45 
1998 	14.34 10.28 68.49 188.55 281.66 
1999 	13.86 10.13 67.47 189.67 281.13 
2000 	14.18 10.05 66.16 189.21 279.60 
2001 	14.33 9.54 64.43 187.78 277.90 
2002 	13.38 	 9.26 62.17 187.21 272.05 
2003 	14.01 	 9.13 60.04 186.83 270.01 
2004 	14.10 10.95 56.78 182.60 264.43 
2005 14.79 10.93 56.19 182.68 264.59 
2006 14.97 12.41 	 56.41 182.65 266.44 
2007 14.25 12.37 58.37 184.29 269.28 
2008 	14.63 12.32 60.14 184.13 271.22 
2009 	13.73 12.27 62.52 189.08 277.66 
2010 	14.01 12.64 62.50 193.77 282.86 r 2011 	I 	13.95 	 12.22 64.37 196.63 286.93 
Source : Feonomic Survey. \ arious year 
94 
Graph 4.3 
Employment in the Public & Private Sector by Industry 
350.00 
300.00 
250.00 , 
200.00 
150.00 
100.00 • 
—Agriculture 
—Mining & Quarrying 
—Manufacturing 
—Services 
—Total Employment 
50.00 
0.00 
acaa acacacaaca~a.'a. $~ c 
Year 
95 
Fable 4.5 and Graph 4.4 show the employment in the public sector by 
services. The share of employment in electricity, gas and water supply has increased 
from 2.24 lakh persons in 1961 to 9.62 lakh persons in 1999. after this it declined to 
7.96 lakh persons in 2008 to became 8.31 lakh in 2011. The share of employment in 
construction has increased from 6.03 lakh persons in 1961 to 10.17 lakh persons in 
1973. 10.32 lakh persons in 1979 and to 12.14 lakh persons in 1988 but after this 
period it started declining and come to 8.52 lakh persons in 2008 to 8.47 lakh in 2011. 
The share of employment in wholesale and retail trade has increased steadily during 
the period 1961 to I974.Employment in services increased from 0.94 lakh persons in 
1961 to 4.49 lakh persons in 1974. 1 lowever. after this period, it came down suddenly 
to 0.53 lakh persons in I975.Since then it has been between 1.63 Iakh persons in 2001 
and 1.65 lakh persons in 2008 to 1.70 lakh in 2011. The share of employment in 
transport storage and communication has increased from 17 24 lakh persons in 1961 
to 31.1)6 lakh persons in 1995. 1-However. since then it started declining 30.92 lakh 
persons in 1995 to 26.34 lakh persons in 2008 to 23.84 lakh in 2011. Employment in 
finance. insurance, and real estate etc. has been continuously increasing from 3.34 
lakh persons in 1977. to 12.94 lakh persons in 1997. It declined to 12.30 lakh persons 
by 2002. Fmploymnt in it reached the peak of 14.08 lakh persons in 2004, and 
declined to 13.47 lakh person's in 2008 to 13.61 lakh in 2011. The share of 
employment in community, social and personal services has been almost continuously 
increasing From 37.17 lakh persons in 1961 to 98.3 lakh persons in 2001. I lowever, 
after this, it started declining and cane down to 88.54 lakh persons in 2008 to 90.95 
lakh in 2011. 
Table 4.5 
t;nploy ment in public sector by sub- sector of service sector 
(lakh persons as on 31'` march) 
Year 	L1cctrieit.. 	Construction Whole Transport. Finance, Community. Total 
(Has, K Sale & Storage, Insurance, Social, & 
Water Retail Communication Real Personal 
Supply Trade Estate etc Services 
etc 
1961 2.24. 6.03 0.94 17.24 * 37.27 63.72 
1962 2.34 6.41 1.09 17.97 * 38.96 66.77 
1963 2.44 6.62 1.20 18.86 * 41.90 71.02 
1964 2.64 7.15 1.33 19.37 * 44.64 75.13 
1965 2.91 7.40 1.43 20.44 * 47.34 79.52 
1966 	3.03 7.66 1.55 20.94 * 50.04 83.22 
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1967 ' 	3.37 7.64 1.66 21.15 * 51.50 85.31 
1968 	3.46 7.56 1.77 21.37 * 52.36 86.51 
1969 	3.69 7.88 2.64 21.60 * 53.21 89.03 
1970 4.02 7.97 2.89 21.88 * 54.71 91.51 
1971 4.35 8.80 3.28 22.17 * 56.07 94.67 
1972 4.63 9.22 3.79 22.56 • 58.57 98.75 
1973 4.94 10.17 4.16 23.03 * 60.41 102.72 
1974 5.37 9.97 4.49 
0.53 
23.14 
23.63 
* 
4.92 
62.32 
64.44 
105.29 
108.15 1975 5.07 	9.56 
1976 5.36 	9.92 0.56 24.18 4.90 66.39 111.31 
1977 5.63 	10.09 0.76 24.69 3.34 67.69 114.17 
1978 	5.99 9,98 0.83 25.20 5.80 69.18 117.00 
1979 	6.34 10.32 0.99 25.97 6.47 70.71 120.81 
1980 6.61 10.68 1.10 26.51 6.91 72.24 124.04 
1981 6.83 10.89 1.17 27.09 7.48 73.55 127.01 
1982 6.98 11.12 1.13 27.81 8.15 75.47 130.66 
1983 	7.21 11.20 1.18 28.26 8.72 78.06 134.63 
1984 7.33 11.20 1.24 28.64 9.14 79.81 137.36 
1985 7.60 11.46 1.31 28.94 9.83 81.23 140.37 
1986 7.85 11.81 1.31 29.29 10.30 83.21 143.77 
1987 7.89 11.85 1.34 29.70 10.56 85.29 142.63 
1988 8.49 12.14 1.39 30.11 10.95 86.35 149.43 
1989 	8.69 11.46 1.50 
1.50 
29.74 
30.23 
11.23 
11.54 
86.11 
90.19 
150.73 
153.70 1990 	'', 8.97 11.34 
1991 9.05 11.49 1.50 30.26 11.94 92.27 156.51 
1992 9.16 11.51 1.57 30.64 12.14 92.87 157.89 
1993 	9.31 11.54 1.48 30.55 12.52 93.77 159.16 
1994 	9.38 11.67 1.61 30.84 12.73 94.78 161.01 
1995 9.35 11.64 1.62 31.06 12.83 95.04 161.55 
1996 9.46 11.59 1.62 30.92 12.80 95.20 161.58 
1997 9.56 11.34 1.64 30.92 12.94 97.47 163.87 
1998 9.54 	11.09 1.64 30.84 12.88 97.37 163.35 
1999 9.62 11.07 1.63 
1.63 
30.84 
30.77 
12.95 
12.96 
97.94 
97.71 
164.05 
163.45 2000 9.46 	10.92 
2001 9.35 10.81 1.63 30.42 12.81 98.30 163.31 
2002 9.23 10.26 1.57 30.09 12.30 97.35 160.79 
2003 9.13 9.48 1.82 29.39 13.77 96.09 159.67 
2004 	8.74 9.32 1.81 28.15 14.08 92.76 154.85 
2005 	8.60 	9.11 1.84 
1.82 
1.78 
27.51 
26.75 
26.37 
14.08 
13.90 
13.69 
92.52 
91.76 
153.67 
151.66 2006 	8.49 	8.94 
2007 	8.49 	8.66 90.90 149.89 
2008 	7.96 8.52 1.65 26.34 13.47 88.54 146.48 
2009 8.39 8.45 1.74 26.01 13.56 90.11 148.26 
2010 	8.35 8.59 1.71 25.29 14.13 90.51 148.58 
2011 	8.31 8.47 1.70 23.84 13.61 90.95 146.88 
Source : Economic Survey. various year 
* data not available 
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Table 4.6 and Graph 4.5 show the employment in private sector by service. 
The share of employment in electricity, as & water supply remains between the 
range of 0.40 and 0.51 lakh persons. Employment in the private sector by services of 
electricity, gas & water supply has recorded 0.40 lakh persons in 1961, and increasing 
0.51 lakh persons in 2008 to 0.70 lakh in 2011. The employment in construction has 
come down from 2.4 lakh persons in 1961 to 1.7 lakh persons in 1964, and increased 
to 2.3 lakh persons in 1967, but thereafter it was stable for three years 1.5 lakh in 
1968 to 1970. Moreover, after this it has been decreasing 0.94 lakh person in 1976, 
and then became constant for three years 0.83 lakh persons in 1977 to 1979, but 0.73 
latch persons in 1980, while further declined and become 0.69 latch persons in 2008. 
The whole sale and retail trade etc. has been increasing from 1.6 lakh persons in1961 
to 3.5 latch persons in 1968. And thereafter it has almost declined from 2.9 latch 
persons in 1969 to 2.75 lakh persons in 1983, but after this period it has been 
increasing from 2.76 lakh persons in 1984 to 4.1 lakh persons in 2007, and comedown 
2.72 latch persons in 2008 5.46 latch in 2011. '1'tic share of employment in transport, 
storage and communication has been increasing 0.8 latch persons in 1961 to 1.4 lakh 
persons in 1963. It has constant two-two years 1.1, 1.2 andl.1 lakh persons in 1964-
65, 1966-67 and 1968-69, respectively. It has declined to 1.00 latch persons in 1970 to 
0.51 lakh persons in 1989. but after this, it is started increasing during the period up to 
2011. It has increased to 1.04 latch persons in 2008 to 1.89 lakh in 2011. The share of 
employment in private sector by finance, insurance, & real estate etc are available 
after 1975. It has been increasing from 1.68 lakh persons in 1975 to 10.96 lakh 
persons in 2008 and 17.18 lakh in 2011. Community. social, personal services has 
been increasing and recorded as 2.80 lash persons in 1961 to 21.73 lakh persons in 
2008 to 2350 latch in 2011. 
Table 4.6 
Employment in the private sector by sub- sector of service sector 
(lakh nerson as 37'" march) 
Year 
Electricity, 
Gas. & 
water 
Supply 	- 
Construction Whole 
Sale & 
Retail 
Trade etc 
'Transport, 
Storage, 
Communication 
finance, 	Community, 
Insurance, 	Social, & 
Real Estate 	Personal 
etc 	Services 
Tonal 
1961 0.40 2.40 1.60 0.80 * 2.80 8.00 
1962 0.40 1.80 1.90 1.20 * 3.60 8.90 
1953 OAO 1.80 1.90 1.40 * 3.70 9.20 
1964 0.40 1.70 2.00 1,10 * 4.30 9.50 
1965 0.40 1.90 2.20 1.10 * 	 4.80 	10.40 
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1966 0.40 2.50 3.30 1.20 * 8.00 15.40 
1967 0.40 2.30 3.50 1.20 * 8.50 15.90 
1968 0.50 1.50 3.50 1 	1.10 * 8.80 15.40 
1969 0.40 1.50 2.90 1.10 1 	* 9.20 15.10 
1970 0.40 1.50 2.90 	 1.00 * 9.60 15.40 
1971 0.46 1.39 3.04 0.96 * 10.00 15.85 
1972 0.45 1.64 2.96 0.85 * 10.37 16.27 
1973 0.45 1.76 3.11 0.79 * 10.77 16.88 
1974 0.42 1.21 3.18 0.77 * 
1.68 
11.18 
10.32 
16.76 
17.54 1975 0.39 1.27 3.09 	 0.79 
1976 0.35 0.94 2.87 0.74 1.83 10.55 17.28 
1977 0.35 0.83 2.75 0.71 	 1.86 10.86 17.34 
1978 0.34 0.83 2.74 0.61 1.80 10.10 16.42 
1979 0.34 0.83 2.81 0.71 2.0I 11.40 18.10 
1980 0.34 0.73 2.74 0.71 2.06 11.67 18.25 
1981 	! 	0.35 	 0.72 2.77 0.60 1.96 12.22 I8.62 
1982 	0.36 	! 	0.71 2.77 0.60 2.04 12.59 19.07 
1Q83 	0.37 j 	0.68 2.75 0.59 2.07 12.83 19.29 
1984 	0.39 0.66 2.76 0.57 2.14 12.89 19.41 
1985 	0.39 0.70 2.77 0.54 2.19 13.09 19.68 
1986 	-0.40 0.69 2.77 0.54 2.21 13.32 19.93 
1987 	0.40 (1.58 2.77 0.52 2.29 13.59 20.15 
1988 	0.41 0.50 2.83 0.51 2.38 13.97 20.60 
1989 	0.39 
1990 	0.40 
0.69 2.86 0.51 
0.52 
2.34 
2.39 
14.29 
14.60 
21.06 
21.50 0.68 2.91 
1991 0.40 0.73 3.00 0.53 2.54 14.85 22.05 
1992 0.40 0.78 2.96 0.54 2.66 15.27 22.61 
1993 0.38 0.73 3.01 	 0.55 2.77 15.50 22.94 
1994 0.40 0.5I 3.02 0.56 2.82 15.85 23.16 
1995 0.40 0.53 3.08 0.58 2.93 16.03 23.56 
1996 0.42 0.53 3.17 0.60 3.06 16.58 24.37 
1997 	0.4l 	 0.54 3.17 0.63 3.22 16.44 24.43 
1998 	0.42 0.74 3.21 0.65 3.41 16.77 25.20 
1999 	0.41 0.71 3.23 0.69 3.58 17.00 25.62 
2000 	0.4I 0.57 3.30 0.70 3.58 I7.23 25.76 
2001 	 j 	0.52 0.57 3.39 0.76 3.70 17.34 26.47 
2002 	0.42 0.56 3.35 0.76 3.91 17.42 26.42 
2003 	0.50 0.44 3.60 0.79 4.26 17.56 27.16 
2004 	0.47 0.45 3.5I 0.8I 4.58 17.92 27.75 
2005 	0.49 0.49 3.79 1 	0.85 5.23 18.20 29.01 
2006 0.40 0.55 3.87 0.87 6.52 18.78 30.99 
2007 0.50 0.70 4.10 1.00 8.80 19.50 34.60 
2008 0.51 0.69 2.72 1.04 10.96 21.73 37.65 
2009 0.64 0.80 4.72 1.32 13.11 20.23 40.82 
2010 0.64 0.9I 5.06 1.66 15.52 21.40 45.19 
2011 	0.70 	 1.02 5.46 1.89 17.18 23.50 49.75 
Source : Economic Survey. various year 
* data not available 
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Table 4.7 and Graph 64.6 show the employment in both (public & private) 
sectors by services sector. The share of employment in electricity, gas & water supply 
has increased from 2.64 lakh persons in 1961 to 10.03 lakh persons in 1999. after this 
its started declining, and came down 8.47 lakh persons in 2008 it then increased to 
9.01 lakh in 2011 . Employment in the construction of services sector has increased 
from 8.43 lakh persons in 1961 to 10.16 lakh persons in 1966, after this time it started 
declining 9.06 lakh persons in 1968. But it has increased from 9.47 lakh persons in 
1970 to 12.12 lakh persons in 1996 and then it started declining & came down to 9.21 
lakh persons in 2008 and it rose to 9.49 lakh in 2011. The employment in wholesale & 
retail trade has increased steadily during the period 1961 to 1974. Employment in it 
increased from 2.54 Iakh persons in 1961 to 7.67 lakh persons in 1974, and after this 
period came down to 3.43 lakh persons in 1976. Since then it has increased from 3.94 
lakh persons in 1981 to 5.63 lakh persons in 2005, and decreased to 4.37 lakh persons 
in 2008 to 7.16 lakh in 2011. The share of employment in transport, storage & 
communication has increased from 18.04 lakh persons in 1961 to 31.53 lakh persons 
in 1999. But since then it started declining from 27.38 lakh persons in 2008 to 25.73 
lakh in 2011. Employment in finance, insurance and real estate etc. has declined to 6.6 
lakh persons in 1975 to 5.2 lakh persons in 1977.It increased from 7.60 lakh persons 
in 1978 to 24.43 lakh persons in 2008. The employment in community, social & 
personal services has been continuously increasing from 40.07 lakh persons in 1961 
to 115.64 lakh persons in 2001. But after this period, it started declining and came 
down to 110.27 lakh persons in 2008 to 114.45 lakh in 2011. 
"Fable 4.7 
Employment in the public & private sector by sub- sector of service sector 
Year Electricity, 
Gas, & 
Water 
Supply 
Construction Whole 
Sale & 
Retail 
Trade 
etc 
"Transport, 
Storage, 
Communication 
Finance, 
Insurance, 
Real 
Estate etc 
Community, 
Social& 
Personal 
Services 
Total 
1961 2.64 8.43 
	
2.54 	18.04 	 * 
2.99 	18.99 * 
40.07 	71.79 
1962 2.74 8.21 42.56 	75.49 
1963 2.84 8.42 	- 3.10 20.26 	' 45.60 80.22 
1964 3.04 8.85 3.33 20.47 48.94 	84.63 
1965 3.31 9.30 3.63 21.54 * 52.14 	89.92 
1966 3.43 10.16 4.85 2.14 * 	58.04 	98.62 
* 60.00 	101.22 1967 3.77 9.94 5.16 22.35 
1968 3.96 9.06 5.27 22.47 * 	61.16 	101.92 
1969 4.09 9.38 5.54 22.70 * 62.41 	104.12 
102 	 Contd.. 
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Table 4.8 and Graph 4.7 present the compound annual growth rate (CAGR) of 
employment in Public sector by industry. This table shows that the CAGR of 
employment in agriculture and mining and quarrying sectors has the highest value of 
5.31 percent and 16.22 percent. respectively, in 1971-81 decade, and the negative 
growth value of -1.02 percent and -1.32 percent, respectively, in 1991-2001 decade. 
The CAGR of employment in manufacturing and services sectors has maximum 
growth of 7.84 percent and 4.04 percent, respectively, in 1961-71 decade, but the 
minimum growth of -2.89 percent and -1.05 percent. respectively, in 2001-11 decade. 
It is clear from a table that the growth in total employment in public sector of 
India has been continuously declining. 
Table 4.8 
CAGR of employment growth in public sector by industry 
Year Agriculture, 
hunting etc 
Mining & 
Quarrying 
Manufacturing Services Total 
Employment 
1961-71 4.37 3.50 7.84 4.04 4.29 
1971-81 5.31 16.22 6.42 2.98 3.73 
1981-91 1.85 2.02 2.12 2.11 2.10 
1991-2001 -1.02 -1.32 -2.55 0.43 0.04 
2001-2011 -0.51 2.22 -2.89 -1.05 -1.02 
Graph 4.7 
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table 4.9 and Graph 4.8 present the compound annual growth rate of 
employment in Private sector by industry. This table shows that the annual compound 
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growth rate (CA(iR) for agriculture, manufacturing and services sectors has the 
highest growth rate of 1.76 percent. 2.73 percent and 7.08 percent in 1961-71 decade, 
respectively. But the lowest growth of agriculture and manufacturing has 0.38 percent 
and -0.14 percent in 1981-91 decade, respectively, and services sector has lowest 
employment growth 1.62 percent in 1971-81 decade. 'l'he compound annual growth 
rate (CA(IR) of employment mining and quarrying sector has maximum growth of 
2.22 percent in 2001-11 decade, but the minimum growth of -10.72 percent in 1971-
8l decade. 
It is clear that the total employment in private sector of India has been 
continuously declining during 1961-71 to 1991-2001 and after this period, 
employment in private sector has increased. 
Table 4.9 
CAGR of employment growth in private sector by industry 
Year 	T 
1961-71 
Agriculture 
_ 	j 
1.76 
Mining & 
Quarn ink 
Manufacturing Services Total 
Employment 
-3.04 2.73 7.08 2.95 
1971-81 0.73 -10.72 1.40 1.62 0.93 
1981-91 0.38 -2.59 -0.14 1.71 0.37 
1991-2001 
2001-2011 
	
0.44 	-2.33 
-0.14 	5.27 
1.13 1.84 
6.51 
1.20 
2.82 0.74 
Graph 4.8 
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Table 4.10 and Graph 4.9 present the compound annual growth rate of 
employment in both (public and private) sectors by industry. This table shows that the 
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compound growth rate of employment for agriculture, manufacturing, and services 
sectors has the highest growth rate of 2.38 percent 3.46 percent and 3.58 percent in 
1961-71 decade, respectively. But the lowest growth of agriculture, manufacturing 
and services sector has -0.30 percent, -0.98 percent and 0.46 in 2001-11 decades, 
respectively. The compound annual growth rate of employment in mining and 
quarrying sector has maximum growth of 5.00 percent in 1971-81 decade, but the 
minimum growth of-1.53 percent in 1961-71 decade. 
It is clear that when we see the total employment in public and private sector 
by industry, it has been continuously declining. 
Table 4.10 
CAGR of employment in public & private sector by industry 
Year i 	Agriculture, 
hunting etc 
Mining & 
Quarrying 
Manutacturing Services Total 
Employment 
1961-71 2.38 -1.53 3.46 4.42 3.74 
1971-81 2.08 5.00 2.42 2.80 2.75 
1981-91 0.92 
-0.10 
1.49 
-1.40 
0.46 1.94 1.49 
1991-2001 0.17 0.62 0.46 
2001-2011 -0.27 2.51 -0.01 0.46 0.32 
Graph 4.9 
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The compound annual growth rate in services sector in India during the period 
(1961 -71 to 2001-11) is presented in Table 4.11 and Graph 4.10. 
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This shows that maximum compound annual growth rate of employment in 
sub- sectors of the services sector as electricity, gas, water supply, construction, 
wholesale and retail trade etc. Transport. storage, communication, and community, 
social and personal services are 6.86 percent, 3.85 percent 13.31 percent 2.55 
percent, 4.17 percent and 4.04 percent in 1961-71 decade, respectively. But the 
minimum growth of employment has electricity and gas, water supply, construction, 
transport, storage, communication, and community, social and personal services sub 
sectors has -2.27 percent,-3.34 percent, - 2.04 percent and -0.77 percent in 2001-
11,and whole sale and retail trade etc. has lowest growth is -9.79 percent in 1971-81 
decade, respectively. The part of sub sector of services; finance, insurance, real estate 
etc. has recorded growth 4.79 percent highest in 1981-91 decade and 0.71 percent 
lowest growth 1991 _001 decade. 
Table 4.11 
CACR of employment growth in sub- sector of service sector in public sector by 
industry 
Year Electrluily, 
has, & 
Water 
Supply 
Cunslruaiun Whole 
Sale & 
Retail 
Trade etc 
Transport. 
SIOragc, 
Communication 
Finance. 
Insurance. 
Real 
Buie etc 
Community, 
Social, & 
Personal 
Services 
Total 
1961-11 6.86 3.85 13.71 2.55  4.17 4D4 
98 1971-81 4.61 2.15 -9.79 202 
1981-91 2.85 0.54 2.52 Lill 4.79 
2.75 
229 11 
1991-2001 I 	0.33 -0.61 OAJ 001 0.71 0.64  143 
2ao1-zoo -1.17 -z.4] 0.42 -2.41 0.61 -0,77 	 oS 
Graph 4.1® 
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The compound annual growth rate in services sector in India during the period 
(1961 -71 to 2001-11) of India are presented in Table 4.12 and Graph 4.11. 
It) the decadel961-71, the compound annual growth rate is 13-58 percent 
community, social and personal services sector, and -5.32 percent in construction. 
In 1981-91 decade the top growth recorded 2.63 percent represent the finance, 
insurance, real estate, and lowest growth negative (-1.23) percent in transport, storage 
and communication. The growth rate of finance, insurance, real estate etc. has highest 
3.83 percent and 16.78 percent respectively, in 1991-2001 and 2001-08 decades. And 
the lowest growth of construction and whole sale and retail trade etc. has (1991-2001 
decade) -2.44 percent and 4.88 percent in 2001-I1 decade, it has shown negative 
growth. And the lowest growth of construction and whole sale and retail trade etc. has 
(1991-2001 decade) -2.44 percent and -3.10 percent in 2001-I1 decade, it has shown 
negative growth. 
Tt1is table and graph clearly show that now total employment growth of sub 
sector of at en°ices sector in private sector has increased. 
Table 4.12 
CAGR of Employment Growth in Sub-Sector of Services Sector 
in Private Sector by Industry 
Year 
 
truction Whole Transport, Finance, Community, Total 
Sale & Storage. Insurance. Social. & 
Retail Gommuufeafiou Real Personal 
Trade em Estate ate 
+El~,tncit,constm i..
-32 6.63 
S
5 1.84 * 13,58 7.ON 
1971-81 6.37 -0.93 -4.59 * 2.03 1.62 
1981.91 0.14 0.80 -1.23 2.63 	197 	1.11 
1991-2(1111 
3.02 
2.44 1.23 3.67 3.83 1.56 	1.84 
2001-2011 599 4-88 954 16.60 	3.09 	6.51 
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Graph 4.11 
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The compound annual growth rate in services sector in India during the period 
(1961 -71 to 2001-08) are presented in Table 4.13 and Graph 4.12. 
All sub-sector of services sector has recorded positive growth in 1961-71 
decade, but the highest growth 9.47 percent in whole sale and retail trade sector, and 
the lowest growth 1.92 percent in construction. The electricity and gas, water supply 
has maximum growth in 4.1 percent but lowest negative growth in the whole sale and 
retail trade -4.55 percent growth in represent 1971-81 decade. 
This decade (1981-91) shows that the all sub sector of services sector has 
positive growth. But tinance, insurance, real estate etc. represented highest growth 
4.31 percent and construction smallest growth 0.52 percent (1981-91). 
In 1991-2001 decade, only construction sector has negative growth. This 
period two services' sub sectors, whole sale and retail trade etc. and finance, 
insurance, real estate has given same growth 1.10 percent and construction sector has 
minimum growth -0.71 percent. 
Now decade 2001-11. almost all sub sectors have negative growth. Only 
finance insurance, real estate etc. have positive growth 6.67 percent. 
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Table 4.13 
CAGR of Employment Growth in Sub-Sector of Services Sector in Public & 
private sector by industry 
Year EIcctricity. 
Gas. & 
Water 
Supply 
Constriction Whole 
Sale & 
Retail 
I rade etc 
Transport, 
Storage, 
Communication 
finance, 
Insurance. 
Real Estate 
etc 
Community, 
Social. & 
Personal 
Services 
'Total 
1961-71 6.16 1.92 9.47 2.53 • 5.13 4.41 
1971-81 4.11 1.30 -4.55 1.80 • 2.64 2.80 
1981-91 2.79 0.51 1.34 1.07 4.37 2.25 2.06 
1991-2001 0.44 -0.71 1.10 0.13 1.10 0.77 0.60 
2001-2011 -0.91 -1.80 3.61 -1.90 6.67 -0.10 0.36 
Graph 4.12 
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CHAPTER -5 
Sustainability of Growth of 
Service Sector in lclation 
with JKanufacturing Sector 
SUSTAINABILITY OF GROWTH OF SERVICE SECTOR IN 
RELATION WITH MANUFACTURING SECTOR 
'.1 Introduction 
Industrial development has had an important role in the economic growth of' 
countries like China, the Republic of Korea (Korea), Taiwan Province of China 
(Taiwan). and Indonesia. Along with accelerated growth. poverty rates have declined 
in many countries. Some countries have managed to achieve growth with equity, 
whereas in others inequality has remained high (Kniivila, 2007). 
The rising demand in both domestic and external markets was a major 
contributory factor but the impressive performance of manufacturing was due in no 
small measure to the cumulative effect of industrial and fiscal policy changes carried 
out since the economic reforms of 1991-92. The competitive environment created by 
the reduction of external harriers to trade finally started to bear fruits. Against a 
compound annual growth rate (CAGR) of 6.3 percent in the Ninth Five Year Plan. 
exports of manufactures registered a compound annual growth rate (CAGR) of more 
than 19 percent during the Tenth Five Year Plan. 
The manufacturing sector shows that it has enjoyed a compounded annual 
growth rate of 12.68 percent for the last five years. The Index of Industrial Production 
growth rate has been of the order of 9.6 percent in 2010-11. Since 1991, the economy 
is being increasingly liberalized and its combination to the global economy is 
deepening. These developments have provided opportunity for growth and expansion 
of industry: not only is domestic manufacturing facing stiff competition from free 
imports but has to renew its efforts to grow its export capabilities. Globally, it moves 
towards a free trade regime, products are being sourced from regions or countries 
enjoYing competitive advantages. This could be due to natural resource endowments 
such as cheap and easy supply of ra,,i material, large pool of skilled labour. 
knowledge. modernism. or new technologies. 
(irowth in the manufacturing sector has to promote much of the Indian 
population above the poverty line by shifting the part of the workforce out of low-
wage agriculture. 
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this would start a good circle of higher production. incomes, savings and 
investment, and a more constant and prosperous India will in turn attract more 
business and higher growth opportunities. 
Economic growth has been associated with increasing share of services in 
GDP, investment and employment (Fisher, 1935; Clark, 1940; Kuznets, 1957; 
Chenery, 1960; Fuch, 1968). Different explanations have been put forward to explain 
this phenomenon These include high-income elasticity of demand for final product 
services, slower productivity growth in services and structural changes, which make 
contracting out services more efficient than producing them in the firm or household 
(Banga & Goldar , 2007 
The contribution of the service sector was particularly striking in the 1990s, 
which not only saw rapid growth, but also a higher contribution over 60 percent from 
services. This growth trajectory, which has been termed "services-led" 
industrialization, or even a "services revolution" (Gordon and Gupta, 2004) seems to 
stand out from the previous experience of economic development, which followed the 
traditional path from agriculture to manufacturing, with services becoming important 
at a later stage. In India. in contrast, there was a sharp increase in the share of services 
in GDP. from 37 percent in 1980 to 49 percent in 2002, while the share of 
manufacturing remained about the same, at 16 percent (Kochhar et al, 2006). 
After recovering to a growth of 9.2 percent in 2009-10 and 2010-11, growth of 
value added in industrial sector. comprising manufacturing, mining, electricity and 
construction sectors, slowed to 3.5 percent in 2011-12 and to 3.1 percent in the 
current year. The manufacturing sector, the most dominant sector within industry, also 
witnessed a decline in growth to 2.7 percent in 2011-12 and 1.9 percent in2012-13 
compared to 11.3 percent and 9.7 percent in 2009-10 and 2010-11 respectively. The 
growth in electricity sector in 2012-13 has also moderated. The growth of the mining 
sector in 2012-13 is estimated at 0.4 percent, though it showed an improvement over a 
negative growth of 0.63 percent recorded in 2011-12. With improved business 
sentiments, investor perception, and a partial rebound in industrial activity in other 
developing countries, industrial growth is expected to improve in the next financial 
year. 
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India is one of' the top ten manufacturing countries though its share in total 
manufacturing value added (MVA) is only about1.8 percent. The impact of the post-
crisis slowdown on industrial growth has been relatively mild on developing countries 
including India yet the downward trend in MVA has been significant. The intensity of 
the slide did vary across countries as shown in Figure in the box. The growth rate of 
world MV.\ had declined from 5.4 percent in 2011-12 to 2.2 percent in 2012-13. 
During the same period. China's MVA growth rate declined from 14.3 percent to 7.3 
percent but the deceleration rate has been sharper in the case of India as the rate of 
growth dipped from 7.3 percent to 0.2 percent. Analysis of the sub-group level MVAs 
shows sharp differences between India vis-a-vis other major manufacturing countries. 
The production of machinery and equipment. one of the key segments of the capital 
goods sector, has been growing at faster rate in the United States. Canada, China, and 
Malaysia as compared to the deceleration in India's case. A similar pattern is 
observable in other capital goods segments and high technology sectors. The reason is 
India's competitive disadvantage owing to low level technology, higher input costs 
and poor quality infrastructure. A long-term trend analysis from 1995 to 2009 shows 
that India has lagged behind in increasing its share in MVA of sophisticated products. 
It has fared better in medium-low technology products in labour-intensive sectors 
such as textiles. wearing apparel and leather products. Even in these three sectors, 
India's share was low as compared to China, which dominates all three sectors. A 
two-digit industry level analysis of' world manufacturing shows that in recent years 
the five fastest- growing sectors were- office accounting and computing; radio, TV 
and communication equipment; electrical machinery and apparatus, other transport; 
and basic metal. Other than basic metal all, these sectors are medium and high 
technology activities. India's performance in recent years has been dismal in some of 
these fast moving sectors. In contrast, China accounted for more than50 percent of the 
developing economies total MVA in 15 out of the 22 industrial sectors -- India's share 
was significant only in a few of these sectors. The latest competitive industrial 
perf6rnlance index (CIP) compiled by the United Nations Industrial Development 
Organization (UNIDO). ranks India 42nd Out of 118 countries the same as in 2005. 
China is ranked 5th. (Economic survey) 
The skill content of labour employed in both manufacturing and in services is 
increasing and shows tendencies towards convergence. It is not as if manufacturing 
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employs only low-skilled labour while modem services employ only high-skilled 
labour. Both sectors are moving towards the employment of skilled labour; the 
skilled-unskilled mix of labour in the two sectors is becoming increasingly alike 
(Eichengreen and Gupta, 2010). 
Currently the manufacturing sector contributes 15 percent to India's GDP as 
compared to 34 percent in China, 40 percent in Thailand. and 26 to 30 percent in 
South Korea. Poland, Turkey and Malaysia. The total workforce engaged by the 
industry at 12 percent is lower than that of other countries with China and Germany at 
28 and 22 percent respectively. Worldwide spending on Business Process 
Outsourcing (ITES-BPO) services totalled approximately UJS$ 712 billion in 2001. 
IDC projects that by 2006, the potential ITES-BPO market may increase to US$ 1.2 
trillion, with an overall compounded annual growth rate(CAGR) of II percent. While 
traditionally the key driver for ITES-BPO activities has been cost reduction, 
companies are increasing viewing these services as strategic and essential elements 
for organic growth. 
The Indian 11-BPO Industry has a strong improvement in 2010-11 from the 
economic crisis of 2007-09. The total income of IT-BPO industry to grow by 19.2 
percent and reach US S 88.1 billion in 2010-11 as compared to US $ 63.9 billion in 
2009-10. 
is sector has grown to become the biggest employment producer and has the 
rapidly increasing several additional industries such as transportation, real estate and 
catering. Direct employment within the IT-BPO sector to increase by 10.4 percent to 
reach 2.5 million in 2010-I 1 with over 240,000 jobs being added during the year. The 
indirect employment attributed to the sector is estimated to be about 9 million in 
2010-11 as compared to 82 million in 2009-10. Direct employment refers to 
employment directly related to the production of products or service when a person is 
permanently employed in firm. Indirect employment refers to when the business 
generates employment in other businesses to supply or produce goods and service or 
when a firm contracts some work to a person. 
The automotive sector has been one of India's largest and fastest-growing 
manufacturing industries, with vehicle production (excluding two- and three-
wheelers) increasing by over 130 percent overall, to 2.9 million units a year, in the 
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last six years. The Indian auto sector grew the fastest in the world at over IS percent 
during January-May 2011. India's automotive industry provides direct or indirect 
employment for over 10 million people and accounts for about 5 percent of industrial 
output. The automobile sector recorded a 28.2 percent growth in production, 26.9 
percent in domestic sales, and 30.6 percent in exports during 2010-11, 
At world level, manufacturing sector as a whole has grown moderately in 
production and employment since last decade. The manufacturing sector has added 
steam to its growth parameters and it is predicted that this growth rate will accelerate 
in the coming years, thus resulting in high demand of Indian Professionals in both 
national as well as in international market. 
Manufacturing is expected to grow between 12-14 percent over the next few 
years with a two track strategy involving a high-tech production & services' 
economy and in parallel a jobs-creation driven 'mass production' agenda that includes 
an emphasis on food processing and distribution. 
On top of these poor numbers, the employment in India's manufacturing sector 
is actually showing a declining trend, despite the high GDP growth rate of the recent 
past. Employment growth in the period 2005-2010 has been entirely in services and in 
the construction industry, while an estimated 23 million jobs have been lost to 
manufacturing, almost all of them in rural India. It would be a safe assumption that 
this loss has been entirely in unorganized manufacturing (Kasturi, 2011). 
5.2 According to International, Standard Industrial Classification 
Manufacturing is divided into the following division: 
. Manufacture of tobacco products 
. Manufacture of textiles 
Manufacture of wearing apparel: dressing and dyeing of fur 
. Tanning and dressing of leather, manufacture of luggage, handbags, saddler, 
harness and footwear 
Manufacture of wood and of products of wood and cork, except furniture; 
manufacture of articles of straw and plaiting materials 
. Manufacture of paper and paper products 
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- 	Publishing, printing and reproduction of recorded media. 
• Manufacture of coke, refined petroleum products and nuclear fuel 
• Manufacture of chetnieals and chemical products 
• Mat ufacnuc of rubber and plastics products 
• Manufacture of other non-metallic mineral products 
• Manufacture of basic metals 
• Manufacture of fabricated metal products, except machinery and equipment 
• Manefactre of machinery and equipment. 
• Manufacture of office, accounting and computing machinery 
• Manufacture of electrical machinery and apparatus. 
• Manufacture of radio, television and communication equipment and apparatus 
• Manufacture of medical, precision and optical instruments, watches and clocks 
• Manufacture of motor vehicles, trailers and semi-trailers 
• Manufacture of other transport equipment 
• Manufacture of furniture; manufacturing. 
• Recycling 
5.3 Manufacturing and Services Sector 
Manufacturing sector has been divided into two sub- sectors, that is, registered 
manufacturing and unregistered manufacturing. Table 5.1 and Graph 5.1 show the 
percentage share of registered and unregistered manufacturing during the 1950-51 to 
2009-10. It is clear from these that. registered manufacturing has always been 
fluctuating and increased from 46.78 percent in 1950-51 to 68.09percent in 2009-10. 
Leregistered manufacturing has also been fluctuating and declined from 53.79 
percent in 1950-51 to 31.75percenl in 2009-10. The maximum percentage of it was 
56.96 pegccnt in 1953-54 and the minimum percentage was 31.08 percent in 2004-05. 
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Table 5.1 
Gross domestic product by manufacturing sector (at current price) 
(Rs. Crore) 
fear 	 Registered 	 Unregistered Total 
1950-51 494 568 1056 
(46.78) 	 (53.79) (100) 
1951-52 	 546 633 1171 
(46.63) 	 (54.06) (100) 
1952-53 497 613 1103 
(45.06) 	 (55.58) (100) 
1953-54 544 	 708 1243 
(43.77) (56.96) 
587 	j 	711 
(100) 
1954-55 1289 
(45.45) 	I 	(55.16) (100) 
1955-56 629 704 1325 
(47.47) 	 (53.13) (100) 
1956-57 773 	 815 1578 
(48.99) (51.65) (100) 
1957-58 829 	 861 1680 
(49.35) (51.25) (100) 
1958-59 829 	 937 1794 
(46.21) (52.23) (100) 
1959-60 1001 	 1091 2009 
(49.83) (50.72) (100) 
1960-61 1201 	 1145 2339 
(51.35) (48.95) (100) 
1961-62 1320 	 1268 2580 
(51.16) (49.15) (100) 
1962-63 1509 1362 2865 
(52.67) (47.45) (100) 
1963-64 1762 1511 3267 
(53.93) (46.25) (100) 
1964-65 1963 	 1635 3593 
(54.63) (45.51) (100) 
1965-66 	 2137 	 1697 3829 
(55.81) (44.32) (100) 
1966-67 	 2346 	 1847 4188 
(56.02) (44.10) (100) 
1967-68 2443 	 2040 4475 
(54.59) (45.59) (100) 
1968-69  2643 	! 	2209 4843 
(54.57) (45.61) (100) 
1969-70 3204 2377 5478 
(57.44) (42.61) (100) 
Contd.... 
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I9707! 	 3441 2646 	 6088 
(51,35) (48.95) (100) 
1971-72 	 3741 3013 	 6754 
(51.16) (49.15) (100) 
197273 4142 3364 	 7505 
(52.67) (47.54) (100) 
1973174 	 4952 4133 	 9081 
(53.93) (4625) (100) 
1974-75 	j 	5425 5248 	 11670 
(54.63) (45.51) (100) 
5426 	 12139 197576 	 6716 
(55.811 (44.32) (100) 
t97677 	 7642 	 4787 	 13432 
(56.02) (44.10) (100) 
1977-78 8417 	 6630 	 15046 
(54.59) (45.59) 	I 	(100) 
1974-79 9724 	 7601 	 17326 
(54.57) (45.6)) (100) 
1979-80 11161 9095 19840 
(57.44) (42.61) 
9752 
(100) 
22159 198Q-81 ['407 
(55.99) (44.01) (100) 
1981-82 14607 11455 26062 
(56 05) (43.95) (100) 
1982-83 16725 11730 28455 
(58.78) (41.22) (100) 
1983-84 20534 13202 33736 
(60.87) (39.13) (100) 
1984-85 23534 14261 37899 
(62.01) (37.63) (100) 
1995-86 26228 15790 	 42018 
(62.42) (37.58) (100) 
1986-87 	 28610 l 7841 	 46451 
(61.59) (38.4)) (100) 
1937-88 	 32769 	 79990 52759 
(62.11) (37.89) (100) 
1988-89 	 39355 	22828 62183 
(63.29) (36.7!) (100) 
1989-90 42580 	 26414 47995 
(64.78) (35.22) (100) 
1990-91 55968 30038 86006 
(65.07) (3493) (100) 
19 	I-92 61561 31819 93379 
(65.93) 
69702 
(34.08) 
 38479 
(100) 
1992-93 108182 
-  _ 	_ 	(64.43) 	_ _ 	 (35.57) (100)_ 
Contd... 
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1993-94 	 82020 43382 125402 
(65.41) (34.59) (100) 
1994-95 	 103308 	 51635 154943 
(66.67) (33.33) (100) 
1995-96 129187 	 64544 193731 
(66.68) (33.32) (100) 
220759 1996-97 149076 	1 	71682 
(67.53 	I 	(32.47) (100) 
1997-98 	 149726 79869 229595 
(65.211 	 (34.79) (100) 
1998-99 162437 	 88145 250581 
(64.82) (35.18) (100) 
1949-2000 173003 	 91111 264113 
(65.50) (34.50) (100) 
2000-01 199262 	 101130 300392 
(66.33) (33.67) (100) 
2001-02 213677 	 101637 315314 
(67.77) (32.23) (100) 
2002-03 235734 	 110295 346029 
(68.13) (31.87) (100) 
2003-04 265303 	 123246 388549 
(68.02) (31.72) (100) 
2004-05 312622 	 140981 453603 
(68.92) (31.08) (100) 
2005-06 345443 	 176703 522146 
(66.16) (33.84) (100) 
2006-07 427075 	 207229 634304 
(67.33) (32.67) (100) 
( 	2007-08 492718 	 238360 731078 
(67.40) (32.60) (100) 
2008-09 553677 	 260348 814025 
(68.02) (31.98) (100) 
2009-10 	 553681 	 260330 814011 
(68.09) (31.75) (100) 
Source: national accounts statistics, various issues 
Note: figures in parentheses are percentage 
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It is apparent from Table 5.2 and Graphs 5.2. 5.3 and 5.4 that. 
Manufacturing and services sector are the major sector in providing the 
emplo\ mcnt in the country. From 1961-65 to 2006-10, services sector exceed the 
manufacturing sector in providing employment in the country. However, the 
contribution of manufacturing sector decreased from 27.5 percent during 1961-65 
to 21.67 percent in 2006-10. In manufacturing sector, private sector plays 
signiticant role, but it is reverse in case of service sector. 
Table 5.2 
Employment Provided by Manufacturing and Services Sector 
(Percent) 
Year Manutacturin Services Sector 
Public 
Sector 
Private 
Sector 
Public & 
Private Sector 
Public 
Sector 
Private 
Sector 
Public & 
Private Sector 
1961-65 6.28 59.59 27.63 89.47 16.80 60.20 
1966-70 7.37 57.15 27.30 88.39 23.22 62.27 
1971-75 7.91 X13.86 2( 84 85.97 24.53 63.53 
19-0-80 9.21 61.08 26.40 82.69 24.84 63.61 
1981-85 10.00 61.12 25.84 81.64 26.02 64.40 
1986-90 10.17 59.45 24.44 81.58 27.77 66.00 
1991-95 9.44 58.25 23.61 82.49 29.04 66.96 
1996-2000 8.35 59.56 24.14 84.04 28.96 67.06 
2001-05 6.85 55.91 2223 85.47 32.43 68.83 
2006-10 6.10 51.26 21.67 84.78 36.94 68.29 
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Cotton textiles, textile products. paper and paper products, basic metals and 
alloys, machinery and equipment, transport equipment, and other manufacturing: 
industries scored substantial increases in the rate of growth. while beverages and 
tobacco as well as chemicals and chemical products maintained impressive rates of' 
growth. 
During 2010. out of the seventeen industry group (at two digit level) covered 
under the manufacturing sector, nine industries (transport equipment. other 
manufacturing industries, metal products. machineries and equipment , food products, 
leather products, rubber, plastic and petroleum, jute textiles and cotton textiles) have 
higher than 10 percent growth rate, five (basic metals, paper products, non- metallic 
mineral products, textile products and basic chemicals and chemical products) have 
below 10 percent growth rate, and three (wool. silk and man-made textiles, beverages 
and tobacco products and wood products) have negative growth rate (Govt. of India 
2011). 
fable 5.3 shows the compound annual growth rate in the GDP from 
manufacturing sector at current prices. It is found that from 1961-62 to 2008-10. the 
compound annual growth rate of (iI)P b\ manufacturing sector remained over 10 
percent. The growth was the highest during 1980-81 to 1990-91. In manufacturing 
sector, registered units exceed the unregistered unit's average growth rate over the 
study period. Graph 5.5 shows that the gap in the growth of registered and 
unregistered was higher in the decade of 1980-90. 
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Table 5.3 
Compound annual growth rate of manufacturing sector 
(Percent) 
Year Registered Unregistered Total 
manufacturing 
1950-51 to 1960-61 9.29 7.26 8.28 
1960-61 to 1970-71 11.10 8.74 10.04 
1970-71 to 1980-81 13.68 13.93 13.79 
1980-81 to 1990-91 16.26 11.91 14.52 
1990-91 to 2000-01 13.54 12.91 13.32 
2000-01 to 2009-10 13.63 12.55 13.27 
Graph 5.5 
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5.4 Correlation between manufacturing and services sector 
The performance of' the textile industries other than cotton was even more 
striking. The performance of the capital goods industry was another positive feature in 
view of the implication it has about the increasing investment in manufacturing. The 
production of metals surged ahead, with both steel and non-ferrous metals showing a 
good response to the worldwide buoyancy. Although paper and paper products 
showed good overall growth, the performance was uneven. Chemical products were 
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lifted by the accelerating growth in the export of pharmaceutical products. Another 
major industry that seems to be on a high growth path is automobiles and auto 
products, in which both do domestic and export demand have been picking up. The 
three areas that showed negative growth are jute textiles, wood and wood products, 
and leather and leather products. 
The capital intensity of the manufacturing sector in terms of fixed capital per 
employee has increased at an annual compound growth rate of about 6.5 percent since 
1990-91 at constant prices. Increase in outsourcing in manufacturing segment might 
have inflated the increase in capital intensity. The segments where capital intensity 
has increased are paper, basic metals, and non-metallic minerals and even large 
employment-generating sectors such as textile and Ibod processing. 
Skills and knowledge are the powerful force of the economic growth of India. 
Development of skills and knowledge is basic to attractive employment opportunities. 
A skill deficit in practically all areas of manufacturing has emerged as one of the 
major impediments to growth in manufacturing. All areas of manufacturing are 
affected but the more dynamic areas such as pharmaceuticals, automobiles, and auto 
parts, textiles and clothing, leather and leather manufactures are affected more 
severely. 
Apart from the government's recent steps to uplift overall business sentiment 
and boost investment, several specific initiatives have been initiated to strengthen 
industry and in particular the manufacturing sector in the country. The Twelfth Five 
Year Plan document lays down broad strategies for spurring industrial growth and 
recommends sector specific measures covering micro, small, medium, and large 
industries in the formal as well as informal sector. Some of major initiatives that can 
change the manufacturing landscape of the country are announcement of National 
Manufacturing Policy (NMP), implementation of the Delhi Mornbai Industrial 
Corridor (DMIC) Project and policy reforms to promote foreign direct investment 
(FDI) and an e-Biz project. 
5.5 National Manufacturing Pulicy (NM?) 
The government in October 2011 approved the NMP. The major objectives of 
the policy are enhancing the share of manufacturing in gross domestic product (GDP) 
to 25 percent and creating an additional 100 million additional jobs over a decade or 
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so. The Policy also provides special focus to industries that are employment intensive, 
those producing capital goods, those having strategic significance, small and medium 
enterprises, and public sector enterprises besides industries where India enjoys a 
competitive advantage. The NMP provides for promotion of clusters and aggregation, 
especialld through the creation of national investment and manufacturing zones 
(NIMZs). Out of twelve NIMZs so far announced, eight are along the DMIC. Besides, 
four other NIMZs have been given in-principle approval (i) Nagpur in Maharashtra, 
(ii) lumkur in Karnataka, (iii) Chittoor district in Andhra Pradesh, and (iv) Medals 
district in Andhra Pradesh. 
5.6 DMIC Project 
Industrial development initiatives under DMIC project presently cover eight 
industrial cities that are proposed to be developed along the railway corridor. the 
Master Planning for the investment regions and industrial areas taken up initially to be 
developed as new cities in Gujarat, Madhya Pradesh, IIaryana. Rajasthan and 
Maharashtra have been completed and master planning in Uttar Pradesh has started. 
The State governments have initiated the process of obtaining land for the new 
industrial regions/areas as well as for the Early Bird Projects. Environmental impact 
assessment (EIA) studies have been initiated for five industrial cities. 
5.7 FDI Policy initiatives 
As a part of policy reform process, the FDI policy is being progressively 
liberalized on an ongoing basis in order to allow FDI in more industries under the 
automatic route. Some recent changes in FDI policy, besides consolidation of the 
policy into a single document include FDI in multi-brand retail trading up to 5t 
percent subject to specified conditions. Increasing FDI limit to 100 percent in single-
brand retail trading: FDl up to 49 percent in civil aviation and power exchanges; FDI 
up to 49 percent in broadcasting sector under the automatic route and FDI above 49 
percent and up to 74 percent under the Government route both for teleports and 
mobile TV. (Economic survey) 
India currently accounts for 1.5 percent of world trade as of 2007 according to 
the World Trade Statistics of the WTO in 2006. which valued India's total 
merchandise trade (counting exports and imports) at $ 294 billion and India's services 
trade at $ 143 billion, textiles and clothing, iron and steel, and chemical products are 
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the only products in which India's share was 1 percent or more of the world exports in 
2005. India's share in the world trade of manufacturing is one percent. Thus, India's 
global economic engagement in 2006 covering both merchandise and services trade 
was of the order of $ 437 billion, up by a record 72 percent from a level of $ 253 
billion in 2004. India's total trade in goods and services has reached a share of 43 
percent of GDP in 2005-06, up from 16 percent in 1990-91 India's total merchandise 
trade (counting exports and imports) stands at $ 606.7 billion 
httn:/,'en.wikipedia.org-iwiki/Economv of India- cite note-thehindu.com-20 and is currently 
the 9th largest in the world. 
India's telecommunications industry comprises two distinct sectors: 
manufacturing of telecom equipment and distribution of telecom services. The 
industry now accounts for about 3 percent of India's GDP, is a vital contributor to 
India's ICT industry, and has important linkage effects with the rest of the economy. 
It is also very employment-intensive. out of the total 3.15 million persons employed 
in India's ICT industry in 2008-09, almost 2.52 million or so were employed in 
telecom services. In other words, about 80 percent of those employed in the ICT 
sector is to found in the distribution of telecom services industry. 
One of the major employment areas for Indian Professionals is the materials 
manufacturing industry, including semiconductors, magnetic materials, printing, 
photography, and optics. This area also includes many steel and chemical companies 
as well. Other important employment areas include electronics, communications, and 
measurement (which emphasize the design and construction of optical and medical 
instruments. 
We have tried to correlate two significant contributors of the Indian economy 
based on GDP by both sectors. To estimate the correlation, we rely on the Pearson 
correlation coefficient. It is found that the correlation coefficient is 0.994 that is 
significant at the 0.01 level (2-tailed). As is clear from Table 5.4. both the sectors are 
significantly correlated to each other. 
128 
Table 5.4 
Correlation coefficient in GDP between manufacturing and service sector 
Registered 	Unregistered Total 'Total 
manufacturing 	manufacturing manufacturing services 
Registered Pearson 1.000 
manufucturigig correlation 
Sig. (2- 
tailed) 
N 5200 
I lnregistered Pearson 0.999 1.000 
manufacturing correlation 
Sig. (2- 	0.000 
tailed) 
N 59.000 59.000 
Total Pearson 1.000 0.999 1.000 
manufacturing correlation 
Sig. (2- 0.000 0.000 
tailed) 
N 59.000 59.000 	59,000 
Total services Pearson 0.994 0.993 0.994 1.000 
correlation 
Sig. (2- 0.000 	0.000 0.000 
tailed) 
N 59.000 	59.000 59.000 60.000 
Table 5.5 explains the correlation between manufacturing and service sector 
on the basis of employment provided by both the sectors. For this purpose, the data 
on employment have been taken for the years 1961 to 2010. The result shows that 
again botl' the sectors have a significant positive correlation. 
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Table 5.5 
Cor relation coefficient between employment in manufacturing and service 
sector 
Manufacturing Services 
Manufacturing Pearson 
conelalion 
1.00 0.931" 
Sig. (2- tailed) 0.00 
48.00 48.00 
Services Pearson 
correlation 
0.931 1,00 
Sig. (2- tailed) 0.00 
N 48.00 48.00 
Correlation is significant at the VU I level (2-tailed) 
Data is calculated by SPSS 
Indian government policies about industry, foreign investment, and trade have 
been sprouting over the years. to 1950s and 60s. the focus of the government was on 
attaining self-sufficiency in all sectors of the economy, generating employment, 
promoting small industries and preventing private sector monopolies. Over the years, 
however, these policies had detrimental effect on low productivity, lack of 
professional management in most of the Indian firms. to state owned enterprises and 
government ownership, the bureaucratic system delayed in decision-making process. 
The compulsory licensing f'or all the industries, price controls, and subsidies removed 
motivation to improve performance. 
After the 1991 reforms, Indian manufacturing has been opened out to 
competition from global players. However, the pace of reform has been slow. The 
government should find out proper immediate action in order to enhance the 
productivity, which will accelerate the growth process and competitiveness of the 
economy. In order to take various steps for increasing the productivity, it is more 
important to see the dynamic relationship between the key variables in the 
manufacturing sector. It is well documented that the mutually reinforcing phenomena 
of low productivity in manufacturing sector is the cause for low income. Low income 
in turn leads to low standards of living, which constitute the root cause for poverty 
and unemployment in the country. So, the issue of labour productivity growth, the 
only route to enhance labour welfare in the long run has been under examined. 
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CHAPTER -6 
Find ng of the Study 
-n-Es's 
FINDING OF THE STUDY 
The emergence of India as one of the fastest growing economies in the world 
during the 1990s can be attributed to the rapid growth of its services sector, which has 
emerged as the largest contributor to the GDP with more than 68 percent share in 
2011-12. This sector has been experiencing a high growth rate. 
The services sector covers a wide array of activities ranging from services 
provided by the most sophisticated sectors like telecommunications, satellite 
mapping, computer software to simple services like those performed by the barber, 
the carpenter, and the plumber. Highly capital-intensive activities like civil aviation 
and shipping to employment-oriented activities like tourism, real estate, and housing; 
infrastructure-related activities like railways, roadways, and ports to social sector 
related activities like health and education. Thus, there is no one-size—fits- all 
definition of services resulting in some overlapping and some borderline inclusions. 
The National Accounts classification of the services sector incorporates trade, hotels, 
and restaurants; transport, storage, and communication; financing, insurance, real 
estate, and business services; and community, social, and personal services. In the 
World Trade Organization (W 1O) list of services and the Reserve Bank of India 
(RBI) classification, construction is also included. 
Growth in the services sector has been less cyclical and more stable than 
growth in industry and agriculture. The following services sectors are the fastest 
growing sub-sectors of the Indian economy: 
• Business services 
• Communication services 
• Banking sector 
• Community services 
Almost all service sub-sectors in India have grown faster than GDP over time, 
but the pick-up in growth in the 1990s was the strongest in business services 
communication, and banking services. followed by hotels and restaurants and 
community services. these activities account for the entire acceleration in services 
growth in the 1990s. The growth in public administration and defense, real estate, 
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storage. transport, and personal services in the 1990s was broadly similar to that in the 
previous decades. 
the fast growing services sector accounted for about a quarter of services 
output in the I 980s. but because of their relatively fast growth, these activities 
represented one-third of services output by 2000. 
there are two unique characteristics of India's services sector growth: 
A- The entire decline in the share of agriculture sector in GDP, i.e.. from 55.28 
percent 1950-51 to 14.02 percent in 2011-12, has been picked up by the services 
sector while manufacturing sector's share has remained more or less the same. 
D- In spite of the rising share of services in GDP and trade, there has not been a 
corresponding rise in the share of services in total employment. This jobless growth 
of India's services sector has raised doubts about its sustainability in the long- run. 
The contribution of the services sector was particularly striking in the 1990s, 
which not only saw rapid growth but also a higher contribution — over 60 percent 
from services. This growth trajectory. which has been termed "services-led' 
industrialization or even, a "services revolution", seems to stand out from the previous 
experience of economic development, which followed the traditional path from 
agriculture to manufacturing, with services becoming important at a later stage. 
With the advent of the IT revolution, it has been possible to deliver services 
over the long distances at a reasonable cost, thus trade in services has increased 
worldwide. 
In India, exports of services grew by an average of 15 percent a year in the 
1990s,1 compared with 9 percent in the 1980s. India's export of IT and BPO services 
fall in three broad categories; IT services, DPO and software products and engineering 
services. Trade in Technology and Information Technology enabled services (II and 
BPO services) has been the main driven force of growth in India's trade in services in 
recent years. The overall Indian IT and 1'feS revenue has grown to US $ 637 billion in 
2009-10, and its exports have grown from US $ 17.7 billion in 2004-05 to US $ 49.7 
billion in 2009-10. If and BPO sectors have led to employment generation. Direct 
employment in the IT services and BPO segment was 2.3 million in 2009-10. The 
increase in services exports has been most dramatic in software and other business 
services. 
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The growth of the services sector is closely linked to the FDI inflows into this 
sector and the role of transnational firms. While the ambiguity in classifying the 
different activities under the services sector continues, the combined FDI share of 
financial and non-financiai services, construction development, telecommunications, 
computer hardware and software, and hotel and tourism can be taken as a rough 
estimate of the FDl share of services, though it could include some non-service 
elements. This share is 47 percent of the cumulative FDI equity inflows during the 
period April 2000- November 2012. the five service sectors are also the sectors 
attracting the highest cumulative FDI inflows to the economy with financial and 
nonfinancial services topping the list at US$ 36.04 billion during the period April 
2000-November 2012. This is followed by other service sectors—construction 
development (USS21.77 billion), telecommunication (US S12.62 billion), and 
computer software and hardware (US $ 11.54 billion). If the shares of some other 
services or service-related sectors like trading (1.96 percent), information and 
broadcasting (1.65 percent), consultancy services (1,11 percent), construction 
(infrastructure) activities (1.06), ports (0.88 percent), agriculture services (0.80 
percent), hospital and diagnostic centres (0.82 percent), education (0.36 percent), air 
transport including air freight (0.24 percent), and retail trading (0.02 percent) are 
included then the total share of cumulative FDI inflows to the services sector would 
be 56.08 percent. 
Two aspects of the performance of India's service sector are noteworthy: 
I- FDI inflows into India have moved increasingly away from manufacturing, and 
towards services sector. These flows have been heavily concentrated in 
telecommunications and financial services. 
2- 	Second, while services crossed 50 percent as a share of GDP in the 1990s, they 
contributed only about 10 percent of total tax revenue. 
This situation is changing, with moves to change constitutional tax assignments 
and bringing services broadly into the services tax base. 
Services sector in India witnessed a phenomenal growth in the decade of 
1990s. During 1980s.. its output grew at the rate of 6.6 percent per annum, while 
during 1990s the growth rate increased to 7.5 percent per annum. 
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During 1994-2004, the services sector has grown on an average by 7.9 percent 
per annutrt, ahead of agriculture with growth of 3 percent per annum and 
manufacturing sector with growth of 5.2 percent per annum. 
Amongst services, business service has been one of the fastest growing 
services in the 1980s closely followed by banking and insurance, The share of 
services in total trade increased from 19.3 percent in 1995 to 24.9 percent in 1998. 
The inflow of FDI into services sector has been biased towards few of the services 
sectors. Sectors that have received largest approvals are telecommunications and 
financial services. Within telecommunications, the largest recipient is cellular 
mobiles. 
Oils of the striking features of India's FDI flows is the growing proportion of 
outward FDI from the services sector. The share of services in total FDI outflow 
increased to around 45 percent during 1999-2003, in which non-financial services 
constituted around 36 percent, trade around 5 percent and the rest was from financial 
and other services. 
As regards the component of GDP at current prices of the share of agriculture 
and allied activities steadily declined during the period 1950-51 to 2011-12. Mining 
and Quarrying. Manufacturing has been fluctuating for this period, while services 
sector has been continuously improving during the same period. 
As regards trade. hotels transport, and communication is the only sub-sector of 
the services sector whose share has been continuously increasing from Rs. 939 crone, 
i.e. 27.19 percent, in 1950-51 to Rs. 1246718 crore, i.e. 39.38 percent, in 2008-09 to 
Rs. 2072375 crorei.e 38.09. On the other hand, the share of financing, insurance, real 
estate & business services sub-sector and that of community, social and personal 
services sub-sector have been declining significantly from 33.64 percent in 1950-51 to 
21.84 percent in 2008-09 and from 31.27 percent in 1950-51 to 22.47 percent in 2008-
09,21 .S3percent in 2011-12. 
As regards trade, hotels transport, and communication is the only sub-sector of 
the services sector whose share has been continuously increasing from 32.98 percent 
in 1950-51 to 42.97 percent in 2008-09 to 40.95 percent in 2011-12. 
The compound annual growth rate of services sector at current prices has 
increased from 7.23 percent during 1950-51 - 1960-61. 12.83 percent during 1950-51 
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- 2011-12. Therefore, compound annual growth rate of electricity and gas, water 
supply 12.73 percent, that of construction 16.39 percent, and trade, hotels transport 
and communication 15.68 percent during 1990-91 to 2011-12 period. 
The compound annual growth rate of services sector at constant prices has 
been 9.29 percent during 1990-91 to 2011-12 periods. 'therefore, compound annual 
growth rate has recorded of electricity and gas, water supply 7.03 percent and trade, 
hotels transport and communication 9.97 percent in this period. 
While the share of services sector in total employment was around 28.5 
percent in 1999-2000, the share of employment differed for different services. In 
1999-2000, the share of different services in total employment in the services sector 
was as follows: 
• share of trade, hotels and restaurant was 34 percent, 
• followed by the community, social and personal services (around 31 percent) 
• and then by construction (16 percent) 
• and transport, storage and communication services (13 percent). 
Even though India has experienced profound changes in output shares, the 
same is not true for employment shares. Although services rose from 42 percent to 48 
percent of GDP during the 1990s.. the employment share of services actually declined 
by about one percentage point during the decade. While output generation has shifted 
to services, employment creation in services has lagged far behind. Since the labour 
share in services employment has been flat, labour productivity in Indian services has 
been increasing over time. 
Because of the new technological developments and other factors, services 
have replaced industry as the engine of growth, even in developing countries. In that 
sense, India may be regarded as pioneering a new development path that gives 
primacy to services rather than to manufacturing as the leading sector. 
The services sector is currently the fastest growing sector of the economy, and 
employment growth in this sector has remained more than 5 percent per annum since 
V 
	
	 the 1990s as compared with aggregate employment growth at less than 2 percent. The 
employment strategy must ensure rapid growth of the employment while also 
ensuring an improvement in the quality of employment. Planning initiatives in health, 
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nutrition, care of children, care of the aged, education, skill development and 
expansion of social security services will create a large potential for employment for 
delivery of these services. 
India's services sector has witnessed tremendous growth in the last twenty 
years. I lowever. this growth has not been accompanied by a corresponding growth in 
employment in the services sector. The share of manufacturing sector in GDP has also 
declined in the 1990s. Growth in services sector has been lopsided and jobless. Some 
sectors have witnessed a double-digit growth rate in the last decade, e.g., 
communication and business services, while some have experienced a fall in their 
growth rates. e.g.. railways. The sectors that have witnessed negative growth rates and 
those that have experienced slow growth rates are also the sectors that have large 
potential for generating employment, e.g., construction, transport, and professional 
services. Rising labour productivity in the faster growing sectors have further reduced 
the scope for increasing employment in these sectors. 
As regards employment in the organized sector the contribution of the services 
sector has been the most significant. The total employment in the organized sector 
was about 121 lakh in 1961. The share of the services sector was 59 percent. This 
share in total employment increased to 69 percent by the year 2003. The percentage 
share of agriculture, mining and manufacturing sector in total employment has been 
almost continuously declining since 1961. 
'l'he most significant contribution in the private sector employment is that of 
the manufacturing sector whose share has been about 60 percent in total employment 
in 1961. However, it declined to 49.7 percent by the year 2008 to 53.97 percent in 
2011. The share of services sector in total employment in the private sector increased 
from 16 percent in 1972 to more than 38 percent in 2008, in 2011 it increased to 49.75 
percent. There has been a significant decline of employment in the agriculture, 
hunting, mining quarrying sector under the private sector. The share of mining sector 
declined from 5.5 percent in 1962 to 1.11 percent in 2008 to 1.32 percent in 2011. 
Similarly, the share of agriculture sector employment in total employment declined 
trom about 13 percent in 1961 to 10 percent in 2008 and became 9.18 percent in 2011. 
As regards employment of services in the organized sector, the most 
significant contribution is that of community, social and personal services. The share 
of these services has been between almost 37.27 percent in 1961 to 88.54 percent in 
2008 to 90.95 percent in 2011. The share of finance, insurance. & real estate services 
has increased significantly from 4 percent in 1977 to more than 13 percent in 2008 it 
increased to 13.61 percent in 2011. Transport, storage, and communications have a 
significant but declining share of employment in the services sector. The share of this 
sector from 17.24 percent in 1961 to 26.34 percent in 200R to 23.84 percent in 2011. 
Similarly, the share of construction sector has declined from almost 11 percent in 
1962 to 5'percent in 2008. The share of electricity, gas, and water supply employment 
increased from 3.7 percent in 1961 to 7.6 percent in 2008 and 8.3 percent in 2011. 
As regards public sector, the employment pattern shows that the share of 
community, social and personal services in total employment increased from 58 
percent in 1961 to 88.54 percent in 2008 to 90.95 percent in 2011. The significant 
increase in the share of employment is that of the finance, insurance, and real estate 
services whose share increased from 4.92 percent in 1975 to more than 1.65 percent in 
2008 to 1.70 percent in 2011. There has been a significant decline in the percentage 
share in total employment of construction, wholesale and retail trade, transport, 
storage and communication over this period. The share of electricity, gas and water 
supply employment in total employment increased from 2.24 percent in 1961 to 
almost 7.96 percent by 2008 to 8.31 percent in 2011. 
As regards private sector services employment, the sectoral percentage growth 
in total employment is the highest in the finance, insurance, and real estate services 
whose share increased from 1.68 percent in 1975 to more than 10.98 percent in 2008 
to 17.18 percent in 2011. Similarly, the share of community. social and personal 
services has increased significantly from 2.8 percent in 1961 to almost 21.79 percent 
in 2008 to 23.50 percent in 2011. 
As regards the projected employment elasticity. the highest elasticity for the 
period from 2006-07 to 2016-17 is that of finance, real estate, insurance and business 
services followed by construction, trade, hotels & restaurants, transport, storage and 
communication & manufacturing. This trend shows that the Indian economy is on the 
path of development and has started behaving like that of a developed economy. 
To resolve the problem of lack of employment growth in services, there is a 
need to achieve uniformity in the growth of different services. There has been no 
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coherent gverall policy for services in line with the industrial policy and agricultural 
policy. 
Th~ services that have maximum forward as well as backward linkages are 
trade, transport and construction. These sectors have high domestic constraints and, 
therefore, require immediate policy reforms. Adequate infrastructure facilities will not 
only enhance the country's attractiveness to foreign investment but will also improve 
competitiveness of domestic investment. Since these sectors have large potential for 
generating employment, growth in these sectors will also help in resolving the 
dilemma of jobless growth in the services sector. 
Health and education sectors have high potential for trade since they have low 
external barriers and high growth rates. Given the low cost quality treatment available 
in India, there is a large scope for health tourism in India. India also has a competitive 
advantage in the practice of alternative medicine. These areas should be developed 
and exploited for trade opportunities. 
A bnajor expansion is required in the port infrastructure sector in order to 
handle sea borne traffic arising from increased foreign and coastal trade. This could 
he achieved through private sector participation. by reducing the gestation period for 
setting up new facilities, bringing in latest technology and improving management 
technique in order to upgrade cargo handling, both in terms of quality and quantity. 
Travel has been the traditional services export from India. The key 
performance indicators of the tourism sector are inbound and outbound tourist traffic 
and foreign exchange earnings from the same. 
As regards GDP, the share of registered manufacturing sector was the lowest 
about 47 percent in 1950-51, which increased to about 69 percent in 2004-05.The 
share of unregistered manufacturing sector, was highest about 57 percent in 1953-54, 
which declined to 31 percent in 2004-05. 
Ash regards employment, in 1961-65 manufacturing provided 6.28 percent 
employment in public sector, which was the highest 10.17 percent in 1986-90 and 
6.10 percent in 2006-10. 89.47 percent of total employment of services sector was 
provided by public sector in 1961-65, and it declined to about 84.78 percent in 
2006-10. 
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As regards employment in manufacturing provided by private sector, it was 
59,59 percent in 1961-65. and the highest 61.12 percent in 1981-85. It declined to 
51.26 percent in 2006-10. Employment in services sector provided by private sector 
was about 17 percent in 1961-65, which increased to about 37 percent in 2006-10. 
As regard employment in manufacturing provided by public and private 
sectors, it was 27.6 percent in 1961-65. and declined to 21.6 percent in 2006-10. 
Employment in services sector provided by public and private sectors was 60.2 
percent in 1961-65, and the highest about 68.29 percent in 2001-05. 
As regard compound annual growth rate of registered manufacturing, it was 
13.54 percent in 1990-91 to 2000-01 and increased to 13.63 percent in 2000-01 to 
2009-10. ACGR of unregistered manufacturing was about 13.54 percent in 1990-91 to 
2000-01 and declined to 12.55 percent in' 2000-01 to 2009-10. 
The Indian market is being increasingly considered as the most attractive 
global retail destination, yet there are some core issues which need to be addressed to 
sustain the growth, according to a report on 'Retail in India: Getting organized to 
drive growth' by the Confederation of Indian Industries (CII) and AT Kearney. While 
organized retail still accounts for 6 percent of the overall sales in the country, it to 
grow at a compounded amoral growth rate of 35 percent in 2010. The report 
highlights the key issues which stand in the way of overall retail development in 
India. According to AT Kearney, the government should give retail industry status 
and should set up regulatory body to legislate on industry nomis and other aspects. 
Simultaneously, it is equally important for the industry to organize itself and work 
together on aspects such as development of cold chain and cadre of mid-management 
stall [he report also asserts that to boost the growth, the government should relook at 
some of the inconsistencies in the entry tax structures, which vary according to the 
state. Additionally, lack of proper town planning has resulted in bad retail 
infrastructure. High real estate prices also act as obstacles. The report states that these 
factors have resulted in real estate costs forming about 10-20 percent of net sales in 
certain cases, which most people feel is not sustainable. On the work force front, 
some retailers have taken initiatives like having pact with training institutes. 
However, it is not enough to meet the demand generated by the sector and a more 
active role is required. 
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India's IT and ITeS services with exponential growth are a unique export-led 
success story which has put India on the global map. While India has achieved a 
brand identity in this sector, other developing countries are trying to emulate India's 
example. Besides its impact on growth (both direct and indirect), it is also a provider 
of skilled employment both in India and abroad, generating direct employment for 
nearly 2.8 million persons and indirect employment of around 8.9 million in 2011- 12. 
The IT-ITeS industry has four major subcomponents: I'I services, business process 
outsourcing (BPO), engineering services and R&D, and software products. The global 
slowdown has impacted the revenues of the IT-Business Process Management (BPM) 
sector, the growth of which decelerated from 15 percent in 2011-12 to an estimated 
8.4 percent reaching US$95.2 billion in 2012-13 as per NASSCOM. The deceleration 
in growth of the dominant export sector (80 percent share) was from 16.5 percent in 
2011-12 tb 102 percent in 2012-13, while domestic revenue growth decelerated from 
9.7 percent to a 1.9 percent (due to currency effect) during these years. In Indian 
mpee terms, domestic revenues have grown at 14.1 percent in 2012-13 compared to 
16.6 percent in 2011-12. NASSCOM estimate of growth for 2013-14 are 13-15 
percent for total IT-BPM revenue. 12-14 percent for exports and 13-15 percent for 
domestic sector. As a proportion of national GDP, IT and Business Process 
Management (BPM) sector revenues have grown from 1.2 percent in 1997-98 to an 
estimated nearly 8 percent in 2012-13. While the global slowdown, increasing 
competition from new countries, and rising protectionist measures in the wake of job 
losses in developed countries have slightly dimmed the prospects for exports of IT 
and ITeS services, a great opportunity is waiting in India's domestic market with 
increasing technology adoption within the government sector and the small and 
medium business (SMB) sector. The Twelfth Five Year Plan aims to harness the 
potential of the software and services sector to contribute to the country's 
development and growth, particularly in terms of investment, exports, employment 
generation, and contribution to GDP and to retain India's leadership position as a 
global IT-BPO destination, consolidate and grow in both mature and emerging 
markets. The government has also announced the National Policy on Information 
Technology 2012, which aims to maximally leverage the power of [CT to help 
address the economic and developmental challenges the country faces. Under the 
National e-Governance Plan (NeGP), the government focuses on making critical 
public services available electronically and promoting rural entrepreneurship. Of the 
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31 Mission Mode Projects (MMP), the Government of India (with 22 MMPs having 
gone live) has approved 24. At central level these are MCA 21,a complete e 
governance protect of Ministry of Corporate Affairs, pensions, income tax, central 
excise and customs, harking, insurance passport, e-Office, National Population 
Register (NPR) and UID. India Post, immigration visa, and foreigners' registration 
and tracking. Some of the issues and challenges related to this sector are the growing 
competition from developing countries with lower costs, rising protectionist 
sentiments in developed countries, and transfer pricing issues. (Economic survey) 
The IT and ITeS sector has started facing competition from many developing 
countries. While the European Union EU has the highest share in computer and 
information services exports, followed by India and the USA. many new competitors 
like China, Israel and the Philippines have emerged in recent years. Between 2005 
and 2011, the annual average growth of computer services was69 percent in the 
Philippines, 28 percent in Sri Lanka, 59 percent in Ukraine, 27 percent in the Russian 
Federation, 37 percent in Argentina and 35 percent in Costa Rica. Even if in some 
cases the export values are relatively low, the average annual growth of computer 
services in these economics is well above the average of the top exporters. In the BPO 
sector, countries such as the Philippines, Malaysia and China in the Asian continent; 
Egypt and Morocco in North Africa; Brazil, Mexico, Chile, and Columbia in Latin 
America; and Poland and Ireland in Europe are emerging as attractive destinations for 
voice contracts, posing a significant threat to Indian firms. According to NASSCOM, 
in the last five years, India has lost about l0percent market share to the rest of the 
world in the world BPO space. most of which is in the voice contract segment. 
Though China faces challenges, such as language proficiency, the country is spending 
large amounts in mission mode to increase English proficiency, and thus may 
eventually emerge as a threat to India. Though the Philippines, the second largest 
destination for outsourcing, are currently facing the challenge of appreciating 
currency, it is a serious competitor having developed both the hardware and software 
segments of IT. Outsourcing has also become a national issue in several developed 
countries, like the USA and the UK, who are supporting the local BPO industry 
through various means. According to industry sources, the BPO industry in the UK 
employs 800,000 British workers and is emerging as a vital part of the economy. In 
such a situation, the Indian BPO industry needs to gear up to address the challenges. 
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Information campaigns to dispel the myths and fears about outsourcing needs to be 
undertaken by the industry in the developed economies. India should also move up the 
value chain in software services. Equally important is the aced to focus on the large 
domestic sector where there is a huge opportunity which, if tapped could also lead to 
lower costs due to scale economies. To address the rising wages in the urban BPO 
space, there is a need to move more towards rural areas, for which skill development, 
and Englilsh language training with American and diflerent European accents is 
necessaryl( Based on WTO Report and inputs of NASSCOM and EXIM Bank of 
India) 
Gilven the importance of the services sector, there is a need to develop service 
price indices' for selected service sectors, particularly in the national accounts 
framework. The need for such indices has been recommended by the Working Group 
set up to revise the WPI and has been emphasized by the National Statistical 
Commission. The Office of the Economic Adviser. Ministry of Commerce, and 
Industry lkas been implementing a plan aimed at developing service sector price 
indices as per international hest practices. Under the plan schemes, studies are being 
commissioned for ten selected services like, road transport. railways, air transport, 
port. banking, insurance, posts, telecommunication business services and trade 
service price indices. 
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CHAPTER -7 
Conclusion and 
Suggestions 
CONCLUSION AND SUGGESTIONS 
A. 	Keeping in view the objective of the study six hypotheses were formulated 
which are given in the introductory chapter. First hypothesis that. ""I'he share 
of services in GDP is associated positively with per capita income. i.e., 
countries with higher per capita income also have a larger share of services in 
their GDP". On the basis of analysis done in chapter 3 it is observed growth of 
India's service sector GDP was increasing after liberalisation. The service 
sector accelerated sharply in Tenth plan (2002-07) and Eleventh plan (2007-
2012) service sector growth of 9.9 percent was higher than other sectors. 
Growth in services sector has been less cyclical and more stable than growth 
in agriculture and industry. India's services share of GDP is higher than the 
average for other low-income countries. Indian estimates services sector's 
contribution in the country's GDP around 58 per cent in 2011. Hence, the 
hypothesis taken stands true. 
13. 	Second hypothesis states "Those sectors which receive higher FDI in services, 
i.e. telecommunications. financial and consultancy services are the fastest 
~zrowinc services sectors in the economy". In chapter 3 growth of India's 
service sector is this analysed and can be concluded that these are the only 
sub-sectors of' the services sector whose share has been continuously 
increasing after liberalisation. The growth of the services sector is closely 
linked to the I UI inflows into this sector and the role of transnational firms. 
While the uncertainty in classifying the different activities under the services 
sector continues, the combined FDI share of financial and non-financial 
services, construction development. telecominunications, computer hardware 
and software, and hotel and tourism can he taken as a rough estimate of the 
FDI share of services, though it could include some non-service elements. The 
five service sectors are also the sectors attracting the highest cumulative FDI 
inflows to the economy with financial and nonfinancial services topping the 
list at USS 36.04 billion during the period April 2000-November 2012. This is 
followed by other service sectors construction development (US$2I.77 
billion), telecommunication (US S12.62 billion), and computer software and 
hardware (US S 11.4 billion). If the shares of some other services or service-
related sectors like trading (1.96 percent), information and broadcasting (1.65 
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percent). consultancy services (1.11 percent), construction (infrastructure) 
activities (1.06), ports (0.88 percent). agriculture services (0.80 percent). 
hospital and diagnostic centres (0.82 percent), education (0.36 percent). air 
transport including air freight (0.24 percent), and retail trading (0.02 percent) 
are included then the total share of cumulative 1:1)1  inflows to the services 
sector would be 56.08 percent. FDI inflows into India have moved 
increasingly away from manufacturing, and towards services sector. These 
flows have been heavily concentrated in telecommunications and financial 
services. The result of the analysis support the hypothesis. 
C'. 	"Growth in the share of services sector in GDP often followed by a 
corresponding, growth in the share of services sector in total employment in 
the economy. However, in India there has been a phenomenal growth in the 
services sector, this growth has not been followed by a corresponding high 
growth in employment" is the third hypothesis of the study. which analysed. In 
chapter 4, i.e. "Employment growth in service sector'. The services sector is 
currently the fastest growing sector of the economy, and employment growth 
in this sector has remained more than 5 percent per annum since the 1990s as 
compared with aggregate employment growth at less than 2 percent. The 
employment strategy must ensure rapid growth of the employment while also 
ensuring an improvement in the quality of employment. Planning initiatives in 
health, nutrition, care of children, care of the aged. education, skill 
development and expansion of social security services will create a large 
potential for employment for delivery of these services. The services that have 
maximum forward as well as backward linkages are trade, transport, and 
construction. These sectors have high domestic constraints and, therefore, 
require immediate policy reforms. Adequate infrastructure facilities will not 
only enhance the country's attractiveness to foreign investment but will also 
improve competitiveness of domestic investment. Since these sectors have 
large potential for generating employment, growth in these sectors will also 
help in resolving the dilemma of jobless growth in the services sector. It can 
he stated that online analysis is supportive of the hypothesis. 
I). 	"Services sector is more growth inducting as compared to other sectors in 
terms of backward and forward linkages. Growth in services sector will induce 
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growth in other sectors". In chapter 4. all sub-sectors of services sector has 
recorded positive growth in 1961-71 decade, but the highest growth 9.47 
percent in whole sale and retail trade sector, and the lowest growth 1.92 
percent in construction. The electricity and gas, water supply has maximum 
growth in 4.1 percent but lowest negative growth in the wholesale and retail 
trade -4.55 percent growths in 1971-81 decade. 'l'he decade (1981-91) shows 
that the all sub sector of services sectors have positive growth. Ilowever, 
finance, insurance, real estate etc. represented highest growth 4.31 percent and 
construction smallest growth 0.52 percent (1981-91). In 1991-2001 decade. 
only construction sector has negative growth. During 1991-2001, those sub 
sectors, wholesale and retail trade etc. and finance, insurance, real estate has 
given same growth 1.10 percent and construction sector has minimum growth 
-0.71 percent. Now decade 2001-11, almost all sub sectors have negative 
growth. Only finance insurance, real estates etc. have positive growth. It is 
clear that when we see the total employment in public and private sector by 
industry, it has been continuously declining. 
F. 	The trade liberalization undertaken in the 1990s, which increased competition 
in the domestic market, is responsible to a certain extent for the increase in the 
intensity of use of services in the manufacturing sector. In chapter 5, it is 
discussed that, after the 1991 reforms. Indian manufacturing has been opened 
out to competition from global players. however, the pace of reform has been 
slow. The government should find out proper immediate action in order to 
enhance the productivity, which will accelerate the growth process and 
competitiveness of the economy. In order to take various steps for increasing 
the productivity. it is more important to see the dynamic relationship between 
the ke\ variables in the manufacturing sector. It is well documented that the 
mutually reinforcing phenomena of low productivity in manufacturing sector 
is the cause for low income. Low income in turn leads to low standards of 
living, which constitute the root cause for poverty and unemployment in the 
country. 
F. 	"The increasing use of' services in manufacturing in the post- reforms period 
had a favourable effect on industrial productivity". In chapter 5. 
Manufacturing sector has been divided into two sub- sectors, that is, registered 
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manufacturing and unregistered manufacturing. It is clear from these that, 
registered manufacturing has always been fluctuating and increased from 
46.78 percent in 1950-51 to 68.09percent in 2009-10. Unregistered 
manufacturing has also been fluctuating and declined from 53.79 percent in 
1950-51 to 31.75percent in 2009-10. The maximum percentage of it was 56.96 
percent in 1953-54 and the minimum percentage was 31.08 percent in 2004-
05. The performance of the textile industries other than cotton was even more 
striking. The performance of the capital goods industry was another positive 
feature in view of the implication it has about the increasing investment in 
manufacturing. The production of metals surged ahead, with both steel and 
non-ferrous metals showing a good response to the worldwide buoyancy. 
Although paper and paper products showed good overall growth, the 
performance was uneven. Chemical products were lifted by the accelerating 
growth in the export of pharmaceutical products. Another major industry that 
seems to be on a high growth path is automobiles and auto products, in which 
both the domestic and export demand have been picking up. The three areas 
that showed negative growth are jute textiles, wood and wood products, and 
leather and leather products. 
The capital intensity of the manufacturing sector in terms of fixed capital per 
employee has increased at an annual compound growth rate of about 6.5 percent since 
1990-91 at constant prices. Increase in outsourcing in manufacturing segment might 
have inflated the increase in capital intensity. The segments where capital intensity 
has increased are paper, basic metals, and non-metallic minerals and even large 
employment-generating sectors such as textile and food processing. 
Skills and knowledge are the powerful force of the economic growth of India. 
Development of skills and knowledge is basic to attractive employment opportunities. 
A skill deficit in practically all areas of manufacturing has emerged as one of the 
major impediments to growth in manufacturing. All areas of manufacturing are 
affected but the more dynamic areas such as pharmaceuticals, automobiles, and auto 
parts, textiles and clothing, leather and leather manufactures are affected more 
severely. 
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On the basis of the result of the study. It can be concluded that the most of the 
hypothesis stands correct and is suggest 	, 
I. 	That more F.D.I. should be allowed in most service sector as it has been 
observed that higher F.D.I. leads to high growth. 
2. There is a poste} '-•s  of high employment growth in most service sector like 
construction, health, education and tourism. 
3. Beside service sector. the growth of manufacturing sector is also essential. 
Service sector alone cannot he providing sustainable development in the 
country. I knee. efforts should be made for growth of both sectors 
simultaneously. 
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Introduction: 
I'he year 2008. one of the worst 'ears in the world's economic history, experienced a major 
global meltdown. Many countries have been affected by global economic crisis mainly 
American. European and Japanese companies. which are facing crisis of liquidity and credit 
at large extent. The global recession has hit developed and developing countries both and led 
to rising unemployment in the job market worldwide. Indian economy has also not been 
untouched by this recessionary tendency. However, it was relatively less affected as 
compared to developed economies of the world. The impact of global slowdown on Indian 
economy is evident in the employment scenario in India. TI'he impact of economic slowdown 
can also he seen on different other sectors like IT industries, financial sectors. real state 
owners and automobile industries. These industries are confronting heavy losses due to the 
fall down of global economy. 
the most affected sectors were gems and jewellerv. transport and automobile \\here the 
employment has declined by 8.58%. 4.03% and 2.42% respectively during the period of 
Octoher-lhceinher 2008. these sectors contributed more than 60% to GDP in the year 2008. 
l'Ihe major impact of slo down was on the export-oriented units. Global meltdown affected 
the I. .S. economy maximum. which entered into recession. and growth was projected to be 
U. I ° 0 in 2009as against l .h° o in 2008. Europe was growing by 0.2% in 2009 as against 1.3% 
in 1-008 and .Japan has witnessed a growth of 0.5% as against 0.7% in 2008. These three 
countries account for about 40°0 of our export and thus the meltdown does not auger well for 
Indian export. Economy has a much bigger impact today then earlier. Given the size of the 
.S. economy. a one percent reduction in its rate of growth would he bigger than 10% 
increase in the rate of growth of the Indian econonlY. During the year of crisis, steps taken by 
the Indian government played a major role in boosting the economic sentiment in the country. 
Objectives of present study: 
the present study is focused on 
- 	Analyzing the impact of meltdown on the employment in different sectors in India. 
Anal\ zing the sector ise employment scenario based on classification of job 
creation in India. 
he data for the study has been collected from secondary sources. 
Employment condition: 
One danger is of a dip in the employment market. The global meltdown could increase 
unemployment. Many- companies where young employees are working in business process 
Outsourcing and information technology sectors with employment losses, gap between the 
rich and poor \\ ill be w\ idened. It is estimated that there would be downsizing in many other 
fields as companies cut costs .*I'he international labor organization predicted that millions if 
jobs had lost by the end of 2009. I he Global Wage Report 2008-09 of International Labor 
Organization \\ arns that tensions are likely to intensify o er the issue of \ age. 
Affected Sectors by Global Meltdown: 
l extile industries, real estate, retailing. hospitality. IT and Software, automobile industry, 
Aviation. Engineering. Pharmac,- and Chemicals. Transport, Power Banking and Financial 
Service. Mledia and Entertainment. 
Impact of nieltdoi%n on Indian employment: 
I he global slo do n spells cost on India's economy and affecting the employment scenario 
in India. In fact. the rising joblessness in India has assumed worrisome proportions. With 
overall economic growth sharply slowing down. Five hundred thousand people were rendered 
jobless between October-December 2008.The Ministry of Labor and Employment conducted 
the survey to access the impact of economic slowdown on employment during Oct-Dec 
2008. l he Sample Survey drawn from 20 Centers covering 11 States/UTs. The Survey cover 
seven selected sectors i.e. Textiles. Mining. Metals. Automobile, Gems and Jewellery. 
I ransport. l l -BPO sectors. 
IF:mplo\ment data collected and defined as the number of workers had lost their job in 
industries had declined ever month during recession period. The total estimated employment 
in all sectors covered by the survey went down from 16.2 million during September 2008 
to I .7 million during December 2008. It was also observed that the employment in all sectors 
studied went up significantly over the period from March 2008 to September 2008.1t has 
shown at all sectors level at an average rate of 1.01 % per month. But in January 2009 the rate 
I 
had increased to 1.17% .ln table I it is shown that increase in rate of change was mainly due 
to the decline in employment In I 1 /IRPO sector in January 2009 in contrast to the increase in 
e mplo\ ment during, Oct-Dec 2()0x. 
Table -1 
Trends in Average Employment in ,lob Market 
Ascrage E?rnplosment In - 	 - 
Pcriod 	 \1illions 	 ! Percentage Change 
5r1)t- _,008 
 
Oct-2008 	 16.0 	 -1.21 
No-2008 15.9 -0.74 
Dec-2008 	 15.7 	 -1.12 
Averac Monthl\ Change Oct- 
Dec 2008 	 - 	
- I.O I 
Jan-2009 -1.17 
Source: Ministry of Labor and employment 2009: 
the average monthly decline in employment was highest (-8.58%) in Gems and Jewellery 
lollo'~ed by l ransport (4.03°o). Automobile (2.42",-0), Metals (1.91%) and Mining (0.33%). 
In the domestic sector units decline in employment was maximum in Gem and Jewellery 
(I I.9°o. Automobile (4.79%). 'Transport (4.03%). Metals (1.24%) and Mining (0.33%),In 
Jaguar 2009 :Autonmohile sector increased to 3.10°/x. In case IT BPO the employment during 
Oct-Dec 2O08 had increased by 0.55%per month \\here as in Jan 2009 it had declined by 
I.66° . Table 2 summarizing this above information. 
Table 2 
Sector wise change in trends in employment of export and non-export units 
A%erage Monthly Monthly Change 
Sector Exporting Units 
Non-Exporting 
Change Oct-Dec in Dec 2008-Jan 
Units 
2008 2009 
Mining -0.32 _ 	-0.33 -0.33 
Textile -1.29 0.32 -0.91 -0.35 
Gents & Je%keller\ -8.43 -11.9 -8.58 -8.44 
Automobile -1.26 -4.79 -2.42 -3.10 
1 r;tn~l ort 0.0 4.03 -4.03 -2.62 
II I~I'l) 0.33 1.08 0.55 -1.66 
Metals -2.6 -1.24 -1.91 -8.44 
Oserall -I.I 3 -0.81 -1.01 -1.17 
Source: Ministry Of Labor and Employment 
In table (3) it is shown that the rate of decline in employment in export units is higher than 
the non-exporting units because in a globalire economy recession in the developed countries 
\\ould in\ariablN influence the export sector of the emerging economy. A comparison of 
emplo\ ment data of export and non export units shows that employment decreased at an 
average monthly rate of (1.) l-o) in case of exporting units and in case of non exporting units 
in declined h\ (().81 
Table 3 
Percentage change in Employment of Exporting and Non Exporting Units 
Period 	j 	Exporting Units Non Exporting units 	Overall 
1' t)ct ~ttuS 	 -1.3 -1.0> -1.21 
N*0%-2008 	 -0.45 -1.24 -0.74 
Dec-2008 	 -1.66 -0.15 -1.12 
Aug. MonthI 	Change 	 -I.13 -0.81 -1.01 
Jan 200x) 	 1.1 3 -1.24 -1.17 
Source: Ministry Of Labor and Employment 2009 
Non-exporting units mainly contributed the increasing rate of unemployment during Jan 
,1OO9. 
In table 4 it is shown that the rate of average monthly earning declined month by month. 
T able 4 
Percentage change in average monthly earning 
Period 
-- — 	
l 
 
)t -0O8 
Percentage change
1.74 
No -200 -11.43 
Dec-2008 -0.50 
Average for Oct-Dec 2008 -3.45 
Jan-2009 -0.26 
Source: NIinistr\ of Labor and Finployment 2009 
During the period of Oct 2008 to Jan 2009, total estimated loss of employment was 5.89 lack 
\\orkers which sho\Nn in table (5) 
4 
Table S 
Month wise estimated job loss 
peri&F Estimated Job Loss Cumulative Job Loss 
Oct-2008 1,96,092 1,96,092 
Nov-2008 1,17,550 3,13,642 
Dec-20n8 77,222 4,90,864 
Jan-2009 98,156 5.89,020 
Source: Ministry of Labor and Employment 2009 
The Government of India implemented essential steps to boost the economic sentiments the 
of country at the time of crisis. The sectors that are dependent upon export and manufacturing 
are not affected and remained in red. However, Banking and Financial sector gains a lot, 
which directly registered growth in job creation. [his effective package actually helps India 
Inc. To get back on track. These policies must he continued until full recovery was achieved. 
Mrs Swati Piramal, President Assocham has stated that 
"The complexity of the employment is the major issue in India, to enhance the 
cuirahilit of evrplovntent; government should continue the s  stimulus package to the export 
and manufacturing sector till the frill recovery-" 
IT sector that commands 30.02% share in total employment generation during the first seven 
months of FY 10 registered 7.84% decline as compared to the first seven months of FY 09. 
The second mayor share holder of employment i.e. academics (8.94% share) recorded 
(31.54%) growth in the first seven months of PY 2010 as compared to the same period of the 
last year. 
Banking and financial serv-ice and Insurance sectors that respectively account for 5.38%, 
4.83% and 3.65% share in total employment generation have witnessed growth rate of 
20.51 %, 2.92%, and 37.41% during the first seven months of FY 2009. 
Advertisement/Event Management and Telecom sector with their respective shares of 3.69% 
and 3.15% in total employment market, registered 115.03% and 27.61% growth during the 
first seven month of FY 2010. The performance of top ten sectors as regards to their 
contribution to employment in table 6 
5 
Table 6 
Highest job generating sector April-October (2009-10) 
Growth in % as compare to the 
Senor 	 Share in °o 
2008-09 
ITrenabled 30.02 -7.84 
Academics 8.94 31.56 
Banking 5.38 20.51 
Other Manufacturing 4.96 -13.71 
Insurance 4.83 2.92 
Advertising and event Management 3.69 11.503 
Financial Service 3.65 37.48 
Engineering 3.31 -18.89 
FMCG 316 3.11 
Telecom 3.15 27.61 
Source: Assocham Placement 
Concluding remark: 
Based on present study it may be highlighted that recent recessionary trend which 
were experienced worldwide have affected the Job market largely. U.S. economy was worst 
affected by this phenomenon and experienced loss of job. Most of under 
developed developing economies were affected by this recessionary trend as many 
workers/professionals of these countries working in American countries lost their job and 
return back to their respective countries bringing pressure to the concerned countries. 
Many Indian professionals who worked abroad also retuned back and created lots of pressure 
on the government to absorb them. Governments of India handled the situation quite 
effectively and provided help to various sectors facing this problem. Indian economy has 
almost come out of this problem- The rate of growth of economy is appreciable. Some more 
stimulus packages will further help the economy to grow at a faster rate. 
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